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WERE YOU EVER WIRED FOR A PORTRAIT ? 


Wires are attached to your arms 
and left leg and are hooked 
up to a machine. Electrical impulses 
flow from your heart through the 
wires and film 
or paper. That’s how hearts are 


are recorded on 


“photographed”. 

By studying the jumpy line, a 
heart specialist can tell all sorts of 
things about you... and tell what 
to do about them. 

There are a lot of deep-seated 
processes, like heart action, that are 
studied that way ... to tell exactly 
how to control them. We do it at 


ALCOA rinst in ALUMINUM. 


control heat- 
alloys to 


Alcoa, in order to 
treating of 
make them strong and hard. 
Like the heart specialist, we run 
wires from the heat-treating furnace 
to devices that make a graphic 


aluminum 


record, minute by minute, of what 
goes on inside . . . how hot the fur- 
nace is and how hot the aluminum 
is... vital matters to the man who 
is going to use that aluminum in 
his product. 

Other automatic devices study the 
graphs constantly and adjust the 
temperature whenever necessary. As 


a result, the strength and hardness 
of heat-treated Alcoa Aluminum 
Alloys are exactly as specified. 

It’s the same at every step in 
making Alcoa Aluminum. Quality 
is so carefully controlled that you 
can be sure your production line 
will move smoothly, your quality 
will be uniformly high, and your 
costs consequently low . . . when 
you use Alcoa Aluminum. 

ALUMINUM ComPANY OF AMERICA, 
2106 Gulf Building, Pittsburgh 19, 
Pennsylvania. Sales offices in 
fifty-three cities. 
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{i can machine it better, faster, for less with Warner & Swasey turret lathes and tapping machines 


Who “grants” every wage increase? 


you DO! 


The public (that’s you) is apt to be in favor of workers’ demands 
for every wage increase. That’s all right so long as you realize that 
you are going to pay it. 

What has been going on in this country is not a contest between labor 
leaders and management. Management was deprived of any real power long ago. 
What has been going on is a contest between labor leaders backed by government 
laws and decrees, on one side, against the public on the other side. 


Because the public (that’s you) always pays the bill. 


You can’t raise wages and take the raise out of corporation profits, for the good 
reason that there aren’t enough profits. When you raise wages without increasing 


production, you raise prices. And so you pay the raise. 


Of course there is a way to raise wages without raising prices but no labor leader 
nor government leader has seemed to have the courage or fairness to offer it as 
part of “collective bargaining”. That way of course is to increase efficient production. 
There is scarcely a worker in America who couldn’t easily earn all the increases 
he is demanding, simply by being more efficient—and then you wouldn’t 


have any increased cost to pay. 


Isn’t there any labor leader in America big 
enough, honest enough, American enough to 


champion this obvious truth? 


/ WARNER 
& 
SWASEY 
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Draft. Tighter draft rules were an- 
nounced. Beginning September 1, local 
draft boards will call up men 19 through 
29 years of age. Quota for the month of 
September is set at 25,000 men. Defer- 
ments are granted to men with children. 
Occupational deferments, however, are 
ended, though farmers will continue to get 
special consideration. College students, and 
veterans who served less than six months 
on active duty with no overseas time are 
subject to call. Meanwhile, the Army an- 
nounced plans to increase gradually the 
period of basic training for inductees from 
the present eight weeks to seventeen. 


Radio. Federal Communications Com- 
mission ordered the withholding of one out 
of every five frequency-modulation radio 
channels allocated to various areas in the 
U.S. Purpose of the order is to give vet- 
erans and other latecomers a chance to 
apply for an FM channel in setting up a 
new radio station. The reservation order 
is effective until June 30, 1947. 


Contract termination. More than 133,- 
000 contracts for war materials valued at 
$46,000,000,000 have been terminated by 
the War Department since V-J Day. The 
Department said 97 per cent of the termi- 
nated contracts have been settled in full. 
The Navy Department has terminated 
63,000 war contracts representing $16,000,- 
000,000, of which 92 per cent have been 
settled in full. 


Highways. Congress sent to the White 
House a bill authorizing construction of 
bridges atop dams over navigable streams. 


The March of the News 





The new measure would permit the Fed- 
eral Government to pay 50 per cent of the 
costs of such bridges, with States paying 
the other half. A fund of $10,000,000 would 
be authorized to compensate State highway 
departments for costs in designing or con- 
structing bridges of that type. 


Wheat production. There will be no 
wheat marketing quotas and no acreage 
allotments during the 1947-48 crop season, 
the Department of Agriculture announced. 
The Agricultural Adjustment Act of 1938 
provides marketing quotas when the total 
wheat supply exceeds a normal year’s con- 
sumption by 35 per cent. A supply below 
this figure is expected in 1947-48 in view of 
the present low level of wheat stocks. 


Dentists. Naval Reserve Dental Corps 
officers will be released from active duty 
after 30 months’ service beginning Sep- 
tember 1. Navy Department said about 
1,500 dental officers will be affected by the 
reduction from the present requirement of 
36 months’ service. 


Surplus property. Disposals of Govern- 
ment war surpluses for the first time are 
beginning to approach the monthly rate 
at which the surplus is accumulated from 
the armed forces. In June, the War Assets 
Administration disposed of goods costing 
$829,000,000 while value of acquisitions of 
new surplus property in June declined to 
$863,000,000. By the end of June, WAA 
had acquired surplus valued at $18,049,- 
000,000; had disposed of $4,268,000,000 
worth for a return to the Government av- 
eraging about 40 per cent of original cost. 
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HE’S young — emotional — starry- 
eyed. Right now she’s the model 
for a dream. 

For, she has lost herself completely 
ina tingling tale by Margaret Culkin 
Banning, whose great stories you'll 
find so often between the covers 
of Cosmopolitan. 


The finest emotional writing of our 
timefillsevery issueofCosmopolitan, 
and great writing makes great read- 
ing. It makes the sort of reading 
that weaves a magic spell of illusion, 
that softens the mood, that sways 
the emotions. 

Yes, Margaret Culkin Banning 
has started her dreaming. And 
Community is playing a part in her 
dream. They’re showing her their 
selections in silverware. They’re 


Margaret Culkin Banning has put stars in her eyes... 





impressing her again with their 
famous “This Is For Keeps” theme. 

She’s in the mood for Community’s 
story. She’s stirred by the emotional 
writing of Margaret Culkin Banning, 
Faith Baldwin, Sinclair Lewis and all 
the other famous authors who appear 
regularly in Cosmopolitan. 

Here emotions have taken com- 
mand. And emotion makes wars; 
emotion makes marriages; emotion 
makes sales! 





*A Cosmopolitan advertiser since 1916 lly ei 
na 4 + 
( | 


GREAT WRITING MAKES GREAT READING 
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JONES 


-+- Isabel Morse Jones of 
the Los Angeles Times 


Don’t be fooled by that cheery 
smile, so aptly caught by Artist 
Cugat . . . because Music Editor 
Jones will tolerate no nonsense 
when it comes to fine music. 


The jump-and-jive set may cast a 
fishy eye at the long-haired stuff 
---but thousands of Times readers 
follow with pleasure Miss Jones’ 
intelligent, critical reporting of 
the news in serious music. This 
carefully - rounded appeal to a 
variety of tastes makes the Los 
AngelesTimes"everybody’s news- 
paper” in Southern California .. 
delivered to more homes than nit 
other West Coast daily. 


LOS ANGELES 


Times 


marge by Williams, Lawrence & Cresmer 
ew York, Chicago, Detroit and San Francisco 
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What you as a businessman CAN and CANNOT dy 
as a result of federal court and administrative decisions 


YOU CAN probably prohibit union so- 
licitation in your plant during working 
hours even if you allow general conversa- 
tion, if you can establish that the pro- 
hibition is not designed to discriminate 
against union membership as such. An 
employer who has a rule against union 
solicitation and discharged a worker for 
violating that rule was upheld recently 
by the National Labor Relations Board. 


* * * 


YOU CANNOT buy certain Govern- 
ment surplus building materials unless 
you plan to use them in the veterans’ 
emergency housing program. Designated 
surplus building materials owned by the 
Government are channeled into the pro- 
eram by order of the Civilian Production 
Administration. 


* * * 


YOU CANNOT easily form a partner- 
ship with your children and have that 
partnership recognized for federal tax pur- 
poses. A recent U.S. Tax Court decision 
refuses to recognize a partnership between 
fathers and sons where all but one of the 
sons were minors and where none of the 
sons had a voice in the management of 
the business. 


* * * 


YOU CANNOT announce that respon- 
sibilities will be reduced for a group of 
your employes if they join a union, One 
firm that stated foremen would be de- 
moted if they joined a foremen’s union 
is held by the National Labor Relations 
Board to have violated the Wagner Act. 


* * x 


YOU CANNOT be certain of having 
your priority for building materials hon- 
ored unless you place your orders in 
writing. CPA announces that written pur- 
chase orders are necessary to avoid rejec- 
tion of priority orders on a technicality. 


* * * 


YOU CANNOT export copper and a 
number of copper products without an 
export license from the Office of Inter- 
national Trade, Department of Commerce. 
Copper and also lighting fixtures have 
been placed on the export-control list. 


* * * 


YOU CAN shortly buy passenger-car 
tires with a higher content of natural rub- 


ber. CPA now permits tires for passenge 
automobiles and motorcycles to contap 
as much as 13 per cent natural rubbe. 


* * * 


YOU CANNOT use your reserve for up. 
realized profits on installment sales as pay 
of your base for computing excess-profits 
tax credit. The U.S. Tax Court hol& 
that these reserves cannot be included jj 
equity invested capital as accumulate 
earnings. 


* * * 


YOU CANNOT purchase Government. 
owned surplus woolen or worsted fabric 
unless you agree to use the fabric to many 
facture men’s suits or overcoats. The War 
Assets Administration requires buyers f 
certify that fabrics will be so used and 
that the finished articles will be made 
within 120 days after purchase. 


* * * 


YOU CANNOT buy Manila rope for 
nonessential purposes. CPA orders all rope 
except tent or awning rope to contain at 
least 10 per cent cordage lubricant by 
weight. The order is expected to channel 
rope into shipping, fishing, oil-well drilling 
and similar essential uses that require 
lubricants. 


* * * 


YOU CANNOT, as a manufacturer of 
certain scarce products, hold more than 30 
days’ production of finished items as your 
inventory. CPA limits manufacturers’ in- 
ventories to this quantity for such articles 
as furniture, mechanical _ refrigerators, 
washing machines, electric ranges and 
vacuum cleaners. 


* * * 


YOU CAN escape paying personal in- 
come taxes on the incomes from trusts 
set up for your children if you derive no 
economic gain from the trusts. A father 
who set up irrevocable trusts for his minor 
children, and did not use the proceeds 
from trusts to support the children, is 
not taxable on the trust. income, the U.S. 
Tax Court holds. 


* * * 


YOU CAN perhaps buy hardwood 
flooring more easily a few weeks hence. 
CPA has issued an order directing saW- 
mills to cut more hardwood logs in sizes 
suitable for hardwood flooring. 





Conclusions expressed in these paragraphs are. based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus const 


many facts which, for reasons of space, cannot be set forth in detail. Toe U 


NITED STATES 


News, on written request, will refer interested readers to sources of this basic materul, 
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uction line can’t slow up for =o 
abersome record systems. It doesn’t 
eat The Mengel Company Oo 

fe) 

fe) 


Mengel executives realized that a modern production line 
can move no fastef than the written records that control 
it. They called’ in Standard Register. Studies, recommen- 
dations were made. Example of time and money savings 6 
effected: Three operations (notice of shipment, bill of 
lading and invoice) were combined into one, with a 40 Of 
to 60% time saving. ‘3 





Experience-proved: Standard Register’s exclusive 
methods save most where record systems cost most 





H" CAN STANDARD REGISTER’S techniques uncover effecting substantial savings for many a company like 
sources of savings that escape the usual office or sys- your own. Write. Ask a Standard representative to call. 
_tems study? The kind of savings that run into four, five, There is no obligation. 


sometimes even six figures? 





The answer is in Standard Register’s entirely different 
approach and methods. Through a tested, step-by-step 
procedure (including analytical flow-charting of your __ Cost of printed forms: Savings as high as 
present record system), Standard Register brings hidden 10% in this area (because of difference 
waste into the open. Work making form design is dis- bee 2 ge gee —* _ here 
covered—corrected. So are time-wasting methods of writ- ps pry ee eas eee ee 
ing and using forms. 


PROBLEM: FIND THE AREA WHERE SAVINGS COUNT MOST 





_- Cost of completed records: A 10% saving 


Ea sister’s sci iff > rie . = i x aes ; : 
ch of Standard Register’s scientific, experience iu the cost of writing, handling ded esien 


proved steps plays its part in effecting savings where forms is 10 to 50 times greater, often 
paperwork savings count most...in the cost of com- runs into four figures. 
pleted records and through better over-all management 


_--- Cost of the business operation, controlled 
by written systems: In this area, savings 
may multiply themselves into almost in- 


Get additional facts about the Standard Register busi- calculable figures—through better man- 
Ness systems (and the Formcraft-designed Kant-Slip sqrmians: centegh. 
forms which make them operate). Learn how they are 


THE STANDARD REGISTER COMPANY 


Manufacturers of Record Systems of Control for Business and Industry 
207 CAMPBELL STREET, DAYTON 1, OHIO 


control, 
* * w 














Pacific Coast: Sunset McKee-Standard Register Sales Co., Oakland 6, California. Canada: R. L. Crain Limited, Ottawa. London: W. H. Smith & Son, Utd, 














Two ways to get top value 
when you buy Fluorescent Lamps 


One Way Would be to go at it like a General 
Electriclamp research scientist. That would mean 
dreaming up a device like the one above which 
would tell you whether a fluorescent lamp is 
properly sealed. Even the tiniest amount of air 
seeping into a fluorescent lamp makes it hard to 
start and causes end-blackening. G-E’s apparatus 
will detect a leak so small that it would take 
100 years to fill the lamp with air! But duplicat- 
ing this device on your own wouldn’t be very 
practical. And besides, you’d need to match it 
with millions of dollars worth of other equip- 
ment, as G-E has done, to control all the factors 
that affect fluorescent lamp quality. But there’s 
another way out, which is practical for you. 


G-E LAMPS 


GENERAL @ ELECTRIC 





2 
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Insist on the @ Monogram. That's 
the easy way to get top value in fluorescent 
lamps. More than 480 tests and inspections 
see to it that G-E fluorescent lamps are al- 
ways a good buy. #And G-E lamp research 
is constantly at work with one idea in mind 


—to make G-E lamps Stay Brighter Longer. 
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Near the end of the first month without control over priceS..... 

Butter is back on top of store counters, not under the counters. 

Beef and other meats are available to those who want them at a price. 

Clothing costs little, if any, more than it did before July l. 

Most goods, other than foods, are little changed in price. 

Rents often are higher, but have not gone through the roof. 

Dire predictions of what would happen when price control ended are not borne 
out by actual experience. Fooc prices are sharply higher, but nobody seems to 
be going hungry. People who want butter and meat at the prices prevailing are 
able to get their butter and meat without going to a black market. Taxpayers 
are not having their tax dollars used to provide lower-priced food for somebody 
else. Farmers, of course, are reaping another rich harvest. 





It is in fields other than retail prices that the trouble still lies. 

Automobile production promises to lag all through 1946 and into 1947. Out- 
put will grow, but will not reach expected levels. 

Construction, despite rosy figures, is in a tangle that is not clearing. 

Many industries--those making durable goods for consumers--find it diffi-~ 
cult to get going on an efficient basis with high production. 

An entire postwar year soon will have passed while the country argued about 
what was wrong and while one industry after another lagged in output of the 
goods that people want, goods that alone can check price inflation. 











| Three things, it now is clear, have caused the main damage. 

1. Strikes in steel, autos, coal and electrical equipment take first place, 
Effects of these strikes still are being felt and will be for many months. 

2.° Price controls got things all out of kilter by encouraging output of 
luxury items, discouraging output of basic products needed by industry. 

Wage policies, promoted by the White House, upset cost relationships, gen- 
erated many little strikes, delayed output of vitally needed products. 

Net result is that the U.S. economy is all out of adjustment. It is very 
probable that a shake-out, or bust, will have to occur before wages and prices 
can be brought back into balance so that the country can enjoy a long period of 
rather stable prosperity. The present is a distorted boom period. 

Boom is likely through 1946 and through a sizable part of 1947. 

Bust is probable at some time in 1947. 

Postwar prosperity may start sometime in 1948. 











A bust, when it comes, will not be cushioned much by savings, by wartime 
accumulation by individuals of savings bonds, bank deposits, currency. 

An official study of income and savings shows why: 

Nearly 10,000,000 families have only $20 of liquid savings on an average. 

Nearly 50 per cent of all families hold under $230 in average savings in 
liquid form, in a form that can be drawn on to meet emergencies. 

Only 6,500,000 families have more than $1,500 in average liquid savings. 

Families with less than $3,000 of income have had important increases in 
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NEWSGRAM--TOMORROW-- (Continued) 


income, but apparently have spent freely as a group. 

Unemployment, if and when it comes, will pose a quick relief problem. Price 
rises for many products will quickly price many families out of the market. The 
idea that war put everybody in the upper-income groups is not supported by evi-=- 
dence of official surveys. The story of income is told for you on page ll. 








There is a growing chance that Mr. Truman will lose control of Congress in 
November, that voters are restless even in the midst of a boom. 

The House stands more than a 50-50 chance of going Republican. 

The Senate stands less than a 50-50 chance of losing Democratic control. 

It will take a 6 per cent shift in vote away from the Democratic Party to 
overturn House control. Normal off-year shift is 5 per cent. [Irritations of 
voters in this irritating period could bring the shift of another point or two 
that would give Republicans their first House control since 1930. 











To win the Senate, Republicans must take 9 ovt of 15 seats outside the 
Solid South; must make a rather broad sweep through the North. 

That's possible, but not so probable. 

More probable is that Democrats will keep control by a narrow margin. 

But: Either way the election goes in either house, a coalition of the con-= 
servative Republicans and conservative Democrats will control legislation. 

A White House veto, however, will continue to block legislation that labor 
leaders oppose strongly; will prevail in a negative way until 1949 at least. 























Net result of the political situation is this: 
Labor will get few new rights and privileges from Congress. ' 
Social security is not likely to be expanded much in years just ahead. 
Tax-reduction policy will be written from a conservative viewpoint. 
Public works will not be promoted on the scale of New Deal days. 
Veterans, however, will be favored. Aids to veterans of one kind or an- 
other are to cost between $5,000,000,000 and $6,000,000,000 in this year. 

The next left swing very definitely is off until another depression. It is 
unlikely that a short-term bust will produce such a swing in 1948. 























In some of the other fields where things are happening just now..... 

A balanced budget is probable for the year that began July 1, but official 
budget figures are likely to show a small bookkeeping deficit. 

Income, net, will be above $38,000,000,000. 

Outgo is likely to be around $38,000,000,000, but may be reported higher in 
the official budget to discourage tax-cutting ideas. On a basis of outgo and 
income in hard cash, not bookkeeping, the ,udget will be balanced. 

You get a story of where the money is going on page 47. 





U.S. dollar is not to be devalued; is the strongest world currency. 

Foreign currencies, generally, are actually priced too high in relation to 
the dollar at current price levels. 

Juggling of currencies, if undertaken on any important scale by nations 
abroad, will be designed to whipsaw U.S., to try to get U.S. goods cheaply in 
this time when those goods are so badly needed and to get fancy prices in terms 
of dollars for goods that U.S. needs badly at this time. 

Monetary Fund, supposedly is to prevent this type of manipulation. The 
Fund, however, is not yet operating, and may not be for several more months. 











Britain can easily repay the $4,400,000,000 she is borrowing if U.S. just 
remains prosperous. If U.S. goes into a long period of deflation, Britain will 
have difficulty making good on her present borrowing. U.S. holds the key. 


See also pages 14, 16, 46, 63, 67. 
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FEATURES of the 
GM ‘71’ DIESEL 


@ Compactness 

@ Quick starting under all conditions 
@ 2-cycle, smoother operation 

@ Easy accessibility of wearing parts 


@ Unit injectors—no high-pressure piping 
@ Maximum parts interchangeability regardless 


of number of cylinders 


@ Uniflow performance at high altitudes 








IN THIS CASE the name plate holds the 
secret of the satisfaction you will have 
with Diesel power. 


For this name plate is evidence of some 
of the most intensive work ever under- 
taken in the General Motors Research 
Laboratories. 


It started back when all Diesels were 
cumbersome, stationary engines. But the 
Diesel idea looked good. Maybe it could 
be made more useful. So GM experts went 
to work on it. 


THEY MADE IT two-cycle—quick to re- 
spond to additional loads because power 
is furnished on every downward stroke 
of each piston. They eliminated all the 
old surplus weight and size of former 
Diesel engine practice and built in a more 
than ample supply of horsepower. They 
developed unit injection—did away with 
high-pressure fuel tubing. They designed 
Uniflow scavenging — made a clean- 
burning, efficient engine. Then to top it 
all, they simplified the design and made 
wearing parts easy to get at, and inter- 
changeable even between engines with 
different numbers of cylinders. 


ALL THIS has added up fo today’s 
sturdy, hard-working, money-saving GM 
Diesel—a Diesel that brought the era of 
the GM locomotive and its streamliners, a 
Diesel that has changed the picture of 
marine propulsion—a Series “’71’’ indus- 
trial Diesel engine ready to take on the 
toughest jobs of road transportation, con- 
struction, fishing, mining, lumbering and 
anything else you have to offer. Yes, 

- ready to take them on and do them reli- 
ably, at low cost. 





A nation-wide organization of GM 
Diesel sales and servicing dealers 
stands ready to handle every 
need for parts and service. 




























































The modern movie 


on August 6 














Thrilling moment in the 20-year-old film Don JuAN, featuring 
John Barrymore. This was the first full-length sound movie. 


Twenty years ago the movies 
added sound to sight. DON JUAN 
was the film. A year later came 
THE JAzz SINGER, the first fea- 
ture to use lip synchronization. 
Both films were produced and 
presented by Warner Brothers. 
The equipment which made them 
possible was developed and made 
by Bell Telephone Laboratories 
and Western Electric Company. 
These two units of the Bell Sys- 
tem have continued to apply their 
skills to improve sound reproduc- 


is 20 years old 


tion. They have contributed 
greatly to the high quality sound 
heard in the movies of today. 

Bell scientists were able to solve 
the talking picture problem be 
cause of their continuous study 
of every means to improve com- 
munication. The “talkies” came 
directly out of telephone research. 

The modern movie has grown 
so that it speaks in peace and waf 
around the world. It has become 
one of the great agencies affecting 
the heart and mind of man. 


BELL TELEPHONE SYSTEM 
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Danger that even more will 
leave luxury market in any 
sharp wave of price rises 


The war, it now turns out, did not pro- 
vide a high income for every American 
family. War, instead, with all of its out- 
pouring of hundreds of billions of dollars, 
left this country with its poor families, 
its middle-income families and its well- 
to-do families divided about as they were 
divided before the war. 

Division of income, with the war 
ended, stands about like this: 

One out of five families in U.S. is 
getting along on less than $1,000 of annual 
income. 

About one out of every two families is 
having to live on less than $2,000 a year. 

More than two out of three American 
families have incomes of less than $3,000 
a year. 

One out of 14 families has more than 
$5,000 a year of current income. 

Those are findings disclosed by a study 
of income distribution conducted by the 
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—Gray in Chicago Times Syndicate 
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BUYING POWER IN HANDS OF FEW: 
WAR'S FAILURE TO SPREAD RICHES 


Inability of 70 Per Cent, Making Less Than $3,000, to Get Durables 


Federal Reserve Board and the Bureau 
of Agricultural Economics. That study was 
made by use of the sampling method on 
a broad scale. It represents the second 
part of a survey of family finances, the 
first part of which dealt with the question 
of who owns the wartime savings. The 
study showed that savings, to an even 
greater extent than incomes, were concen- 
trated in relatively few hands. 

Sampling of family incomes covered the 
year 1945. Those incomes are not expected 
to be materially different in size or distri- 
bution in 1946. The result is that indi- 
viduals and businessmen for the first time 
can get a picture of the way income is 
divided among families on a basis that 
responsible Government departments will 
vouch for. 

The pattern of income and savings, 
broadly, is this: 

All told, the study considers 46,000,000 
spending units, families mostly, who had 











A LOOK IN THE FUTURE? 






















$120,600,000,000 of income in 1945. These 
units saved $19,900,000,000 out of 1945 
income, and have liquid assets—bank de- 
posits, currency and Government bonds— 
totaling $81,000,000,000. 

Less than $1,000 of income was re- 
ceived in 1945 by 9,300,000 families, or 
20.1 per cent of the total number covered 
by the study. This big group accounts for 
only 4 per cent of the total income for 
1945 and only 1 per cent of the year’s 
total family savings. As a group, these 
families spent more than they earned in . 
1945, dipping into their past savings to 
make ends meet. Their liquid assets, on an 
average, were $20 per family. These people, 
obviously, offer little market for anything 
except the barest necessities of life. 

Between $1,000 and $1,999 of income 
was received by 12,400,000 families, or 
27 per cent of the total. Thus, 47.1 per 
cent got less than $2,000. The families 
getting between $1,000 and $1,999 re- 
ceived 16 per cent of the total income, 
but, on an average, they saved only $70 
and had only $230 in total liquid assets. 
These people clearly are in no position to 
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—Shoemaker in Chicago Daily News 


GETTING SMALLER AND SMALLER 
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3.1 MILLION FAMILIES 
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Income Levels of the Nation’s Families 
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buy many high-priced durable goods such 
as cars, furniture, washing machines or 
homes. Most of them must buy, if they 
buy at all, on installments or some other 
form of consumer credit. 

Between $2,000 and $2,999 of income 
was received by 10,300,000 families, or 
22.4 per cent of the total covered by the 
survey. Their average 1945 savings were 
$190 and liquid assets $470. Thus, families 
at this level are getting by so narrowly 
on their incomes that the current rise 
in prices can readily wipe out their savings 
or force their standard of living down 
unless they get corresponding increases 
in income. : 

In these three groups with incomes be- 
low $3,000 a year are nearly 70 per cent 
of the nation’s spending units. Among 
them, they hold 34 per cent of liquid 
assets and account for 26 per cent of 
current savings, yet the savings and assets 
of individual families are so small that 
they offer no great market for industry’s 
products other than the bare necessities. 
If these people are to buy expensive du- 
rable goods in quantity, they must get 
substantially more income or else rely on 
consumer credit. 
~ Moving up the income scale: 

Between $3,000 and $3,999 of income 
was received by 7,000,000 families, repre- 
senting 15.2 per cent of those studied. The 
current savings of these families amounted 
to $430, on the average. They accounted for 
24 per cent of the current savings of all 
groups covered by the study. Families at 
this income level averaged $900 in currency, 
bank deposits and Government bonds. 
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The real market for expensive things 
like cars, houses and refrigerators begins 
here. These people include many who live 
on the income from investments, and their 
assets are large enough to give them more 
leeway in spending. But, by and large, the 
families at this level who depend upon 
wages and salaries must count their dol- 
lars. They are not dug in against a wave 
of sharp price rises, and they could dis- 
appear quickly from the market for non- 
essential goods. 

Between $4,000 and $4,999 of income 
was received by 3,100,000 families, repre- 
senting only 6.8 per cent of the total. 
Thus, it is seen that, at $4,000, the num- 
ber of families begins to narrow sharply. 
The average family in this group was 
found to have saved $550 out of 1945 
income and to have accumulated $1,450 
in money, deposits and bonds. At this 
level, families are well enough protected 
so that they can afford to buy moderate- 
priced houses, new cars and new household 
furnishings and equipment. However, it 
should be remembered that this group also 
includes many families living on invest- 
ment income, and the average holding of 
liquid assets among families depending 
entirely on wages and salaries is somewhat 
less than $1,450. 

Between $5,000 and $7,499 of income 
went to 2,200,000 families, representing 
4.8 per cent of the total. It is seen that 
here the number continues narrowing. 
These families saved $1,100 out of 1945 
income on an average, and their liquid 
assets averaged $2,700. This is a relatively 
prosperous level of income and offers a 


substantial market for durable consumer 
goods. The market, however, is limited by 
the small number of families in this income 
group. 

Above $7,500 of income is the select 
group of families. There are 1,200,000 
families in this group, representing only 
2.6 per cent of the total. These families 
average $10,000 of income. They saved 
$2,300 out of last year’s income on an 
average, and their liquid assets averaged 
$7,270. Here, very clearly, is the cream of 
the market for expensive houses, high- 
priced cars and other things that would 
be called nonessential or luxury items. 

In the war years, high taxes shaved in- 
comes so that not many individuals were 
able to earn and retain more than $25,000 
a year. But shaving the top did not mean 
that other incomes were pushed up very 
far from the bottom. The broad pattern 
of distribution of the national income was 
not greatly changed. 

What all this means to businessmen 
and to others interested in the way income’ 
is divided up, briefly, is this: 

Savings in the form of cash, bank ace 
counts and Government bonds _ promise 
almost no cushion at all against a depres- 
sion. Although total savings accumulated 
since the war amount to a whole year’ 
prewar national income, those savings are 
concentrated in the upper income brackets, 
among families with relatively less need 
for. savings as depression insurance. The 
mass of the people—70 per cent of them— 
have little or nothing for a rainy day. 

Demand for relief could revive quickly 
in the event that the present boom leads 
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to a collapse. Persons then likely to be 
unemployed would have few resources to 
draw upon. The liquid savings of most of 
them would vanish in a week. 

Buying out of savings does not offer 
a very promising market. Most families 
with savings already get all the buying 

ywer they need out of current incomes, 
and the bulk of families must rely on their 
day-to-day earnings, or on consumer 
credit, to buy. 

Sharp price rises could quickly send 
most American families out of the market 
for all but necessities. A rise in food and 
clothing and rents might snuff out the pres- 
ent selling boom for automobiles, refrigera- 
tors, radios and washing machines sooner 
than most persons think. 

The steady market for most consumer 
oods is small in relation to the total 
number of families. This market is concen- 
trated in the 3,400,000 families that receive 
more than $5,000 a year. That’s only 7.4 
per cent of the aggregate. 

More pointers. In gauging ish 
the study also gives these pointers: 

Big cities contain more families with 
high incomes and fewer families with very 
low incomes than small cities and rural 
areas. The richest market for consumer 
goods, thus, is to be found in metropolitan 
centers. 

Middle-aged persons usually enjoy 
larger incomes than young people or older 
persons. The luxury market, thus, is to be 
found in this group. 

Reasons for saving, found by the 
study, also throw light on what business- 
men can expect in the way of markets from 
wartime accumulations. 

Security is cited by 60 per cent of fami- 
lies with savings as the reason why they 
save. These savings are regarded as pro- 





—Harris & Ewing 
INTERVIEWING THE FAMILY 
A survey of incomes showed «.. 
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tection for old age, sickness or accident, or 
against unemployment. This group cannot 
be expected to spend savings to buy goods 
that are not urgently needed. 

A house, farm or business is the second 


most important reason for saving. The 
study discloses that 22 per cent of the 
families plan to use their savings for this 
purpose, with most of them seeking homes. 
This group, too, can be expected to refrain 
from buying consumer goods. 

Protection for children is planned by 17 
per cent of the country’s spending units. 
This means that savings are not intended 
to be spent for a number of years, until 
children go to college, get married, enter 
business or seek jobs. 

Only 9 per cent of the nation’s savers 
frankly intend to use their money to buy 
consumer goods. This is another indication 
that steady employment promises to be 
the main support of the consumer’s market. 





—H. Armstrong Roberts 
SAVINGS FOR THE BANK 
eno major hedge against inflation... 


The type of savings bears out these 
reasons given for accumulating reserves. 

Life insurance is used by 61 per cent of 
the families who save any money at all. 
This figure parallels the percentage that 
saves primarily for protection. Insurance 
promises protection of family in case of a 
death, and support in retirement, but it 
does not indicate any encouragement for 
current spending. 

Mortgage payments were made by 18 
per cent of the families that saved. This 
practice supports the statement that 22 
per cent of the nation’s families want to 
buy homes or farms, and it also indicates 
that a good portion of savings is in a form 
that cannot readily be spent. Mortgages 
are not easy to liquidate, and life insur- 
ance usually is held as long as possible. 

Investments in real estate were made by 
6 per cent of the families, and another 5 





per cent invested in securities and business. 
Here again is a portion of the nation’s 
savings that probably will not be used for 
ready spending. 

Government savings bonds are held by 
37 per cent of American families, and 
indications are that they are regarded 
as emergency reserves by most groups. 
Government bonds constitute the only 
form of savings by most - low-income 
groups. 

Bank accounts also were increased, with 
18 per cent of families adding to savings 
accounts and 11 per cent adding to check- 
ing accounts. Savings accounts usually are 
regarded as reserves, but checking ac- 
counts generally amount to spendable 
cash. 

The savings pattern varies according to 
income groups. Persons with low incomes 
usually keep only one type of savings, 
mostly Government bonds or savings ac- 
counts. Families in the higher income 
brackets, on the other hand, hold their sav- 
ings in several forms—life insurance, sav- 
ings bonds, business investments. 

The upshot of the study, the first thor- 
ough attempt to locate the nation’s sav- 
ings and to get a line on how they might 
be used, is that wartime prosperity does 
not promise much permanent advantage to 
the bulk of the people. The rich often got 
richer, but the poor, while they improved 
their current living standards, added very 


little to their reserves. Concentration of 
savings among families in the higher 
income brackets,’ furthermore, indicates 


that they will not be used to increase 
spending, since this group receives suf- 
ficient income for current needs. This 
suggests a weaker underpinning for the 
nation’s business structure than had been 
generally believed. 





—H. Armstrong Roberts 
BRINGING HOME THE CHECK 
- « . war hadn’‘t changed the balance 
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Troubles in Home Building: 
Why ‘Boom’ Brings Few Houses 


Delays That Leave Many Structures Incomplete and Uninhabitabk 


‘Started’ construction that 
is still in factory. Swing 
from needed low-cost output 


A growing mystery surrounds the build- 
ing situation in this country. The mystery 
concerns a boom in building that nobody 
seems able to see with his own eyes. All 
official figures indicate this boom. Reports 
tell of great numbers of houses being built. 
Yet few people appear to be moving into 
new homes, and office as well as store 
space grows scarcer and scarcer. 

A question now is being raised whether 
figures on construction are realistic. People 
are beginning to look behind the figures to 
find,out, if possible, where the troubles lie. 
The objective is to discover why a build- 
ing boom apparently isn’t a boom. There 
also is some interest in reports of an actual 
drop now occurring in permits for new 
houses at a time when demand for con- 
struction is greater than ever before. 

Official estimates, which give rise to 
the mystery, show this: 





Residential construction, measured in 
1940 dollars, is figured at $1,084,000,000 in 
the first six months of 1946. That is an 
estimate of the value of building materials 
placed on the site. This would indicate 
more building than in the 1940 boom, but 
the catch is that it is not an estimate of 
finished construction. 

Commercial building, measured on the 
same basis, was more than twice as great 
in the first half of 1946 as in the first half 
of 1940, and there was nearly four times 
as much industrial building in 1946. Still, 
people don’t see skyscrapers rising in their 
cities. 

Government building has been held 
down to about half what it was in 1940. 
Even in housing, Government has built 
only half as much as it did then. The pur- 
pose in holding back on new Government 
offices, auditoriums and highways is to let 
housing and private construction have the 
materials. 

Back of these figures, on which official 
stories of great piogress are built, lies a 
situation that is somewhat less rosy. -Dig- 
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ging into the figures produces a far diffs 
ent picture. 

Starts on new housing, for instance, y 
be high, as high as in 1940. But this 4 
not measure the stops. Basements get d 
Maybe walls are built. Sometimes ¢ 
whole shell of a house is finished. But} 
job stalls somewhere for lack of needed y, 
terials or labor. Costs mount up beeag 
the flow of building materials cannot } 
planned ahead. People get discouraged, 

Building time is dragged out. Hots 
that took 3 to 5 months to complete he 
fore the war now take from 6 to 12 month 
because of shortages. 

Completed houses thus are a smal] p, 
of the number of houses started. Some og: 
tractors report that none of the houses the 
started last January are finished yet. On 
private organization estimates that fewe 
than 10 per cent of the houses started ug when tl 
der the housing program have been fing “ally h 
ished so far. the cou 
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—#. Armstrong Roberts 
BUILDER & BLUEPRINTS 
Digging into the figures... 






he mai board. Bricks and tile are hard to get, and 
s canndl 90 is plumbing and heating equipment. 
on han Production of most of these items is in- 


creasing, but it will be many months 
before the supply meets the needs of 
houses going up. ~ 

Labor shortages also are beginning to 
show up. In many places, builders must de- 
pend on inexperienced help for part of the 
work. This means slower work when the 
materials are on hand. 

The effect of these shortages in increas- 
ing the time it takes to build a house is to 
shrink the actual accomplishments. Talk of 
providing 1,200,000 housing units this year 
had led the public to look for a big boom, 
with houses pouring off the builder’s assem- 
bly line. Actually, there probably were 
fewer than 50,000 houses completed during 
the first half of the year. Far more are 
sanding, partly finished, but not ready 

009m wee 
’ Official claims have been limited to 
starts of construction. But they have led 
people to look for many new houses. The 
latest official statement is that home build- 
ing in the first five months of 1946 came 
dose to the all-time record of American 
building in the peak year of 1925. This 4s 
based on 406,000 units started. On inspec- 
tion, however, this figure loses some of 
its force, 
The more than 400,000 units started 
Mthe first five months of 1925 were real 
and apartments. Here is how this 
Year's official record of 406,000 starts 
down: ; 
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Temporary shelter in such makeshifts as 
converted Army barracks accounts for 
69,000 units. Of these, only 15,400 had 
been completed at the end of May. 

Old houses remodeled or enlarged to en- 
able two or more families .to live where 
one lived before account for another 47,- 
000 starts. This is a rough estimate made 
by the Federal Housing Administration. 

Trailers account for another 12,000. 
These are trailers shipped from the factory, 
and not trailers installed on the ground 
ready for people to live in. 

Prefabricated houses add another 10,- 
000 starts, but these starts are not the be- 
ginning of building on the ground. They 
are the beginning of manufacture in the 
prefabricator’s plant, based on industry 
figures. Many of these starts have been 
halted in the factories for lack of mate- 
rials. Very few prefabricated houses actu- 
ally have started going up on building lots. 

Actual houses and apartments, then, ac- 
count for the remaining 268,000 starts 
claimed by the Housing Administration. 
This is little more than 60 per cent of the 
number started in the same period of 1925. 

In terms of the kind of home the aver- 
age veteran dreams of, therefore, the pro- 
gram, at best, still is far short of what 
private industry accomplished in 1925. The 
veterans are finding that the program falls 
short of their needs in other ways. 

Houses fo rent, or apartments to rent, 
are the main demand of the veterans. Most 
of them want to rent, rather than buy. 
More than half: of those seeking dwellings 
say they cannot afford as much as $40 a 
month for rent. So far, the program has not 
been able to build houses or apartments to 
rent at that price in most parts of the coun- 
try. The veterans’ main hope of housing, 
thus, lies in the converted barracks, old 
houses and trailers, where rents will fall 
within their means. 

There is no measure of how many houses 
or apartments for rent actually have been 
started. Almost 30 per cent of the building 
authorized has been this type, but actual 

, Starts on building are a fraction of the 
buildings authorized. Even the rental hous- 
ing authorized is bunched up and spotty. 
The cities of Los Angeles, New York and 
Washington together have 40 per cent of all 
rental housing authorized. In those cities, 
the prices will range above the GI’s needs. 

Houses for sale, thus, are to be the 
main product of the program. Investors are 
reluctant to put their money into rental 
housing at present high costs when rent 
ceilings are to control their profits as soon 
as a house is built. Rents on these new 
houses would be held down even if OPA 
controls are not restored What the builder 
has to look forward to five or 10 years from 
now is competition from newer houses built 
more efficiently at lower costs. This will 
hold his future rents down. 

Borrowing to buy a house, therefore, 
is a solution to which increasing numbers 


























ummers in Buffalo Evening News 
SOARING INTO THE IONOSPHERE 
... produced a different picture 


of veterans have turned. Bankers and 
Government officials have had to tell many 
veterans that a man who cannot afford 
more than $40 a month rent is ill-advised 
to buy a house costing more than $5,000. 

Low-cost housing, which these veter- 
ans could afford, has not been developing. 
The original goal of building half of the 
new houses to sell for $5,000 or less has 
been abandoned as building costs have 
gone up. Instead of $5,000, the price of 
what is called low-cost housing has been 
raised to $9,000 in New York, and to 
$8,500 in Washington. 

Actually, a smaller proportion of low- 
cost houses has been built under the 
housing program than in the months from 
V-J Day to the end of 1945. Then, without 
Government controls, 24 per cent of the 


* houses built cost under $5,500; only 23 


per cent of those authorized by the hous- 
ing program fall in this lowest price range. 
On the other hand, as many houses cost- 
ing $8,500 and up are being authorized 
now as were built before. 

What the program has done so far, 
principally, is to stop the building of luxury 
houses. By putting on a $10,000 lid, it has 
squeezed more building into the range from 
$8,500 to $10,000. Thus, people with the 
money to build a house for their own use 
are not able to start. 

Instead, construction is being channeled 
into speculative building for quick sale. 
Most of these houses will meet a minimum 
standard of quality. Small lots, preventing 
later additions, will prevail. The result is 
likely to be large, unattractive develop- 
ments whose houses will have doubtful 
value once the present shortage eases. 
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Report of minority urging 
co-ordination between public 
opinion and diplomatic moves 


The main questions in the mystery of 
Pearl Harbor now are answered, so far as 
they ever can be answered. After listening 
to millions of words of testimony, studying 
the findings of seven previous investiga- 
tions, and deliberating for many months, 
the Joint Committee of Congress Investi- 
{ gating the Pearl Harbor Attack has given 

its conclusions to the nation. 

There is no apparent disagreement in 
the Committee as to the facts of what hap- 
pened at Pearl Harbor and what led up 
to it. Also, eight out of 10 members of the 
Committee are agreed as to the general 
conclusions to be drawn, and have signed 
the 500-page report prepared under the 
direction of Senator Barkley (Dem.), of 
Kentucky, chairman of the Committee, 
and with the aid of Seth Richardson, Com- 
mittee counsel. Included among the eight 
are two Republicans — Representative 
Gearhart, of California, and Representa- 
tive Keefe, of Wisconsin. 

The two other Republicans on the Com- 
mittee—Senator Ferguson, of Michigan, 
and Senator Brewster, of Maine, have 
issued an 80-page minority report, how- 
ever, and Mr. Keefe has appended to the 















SENATOR FERGUSON 
On many vital points ... 
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AVERTING A NEW PEARL HARBOR: 
ADVICE OF CONGRESS INQUIRY 


Emphasis on Unity of Outpost Command and Better Intelligence 


majority report a 23-page statement of his 
own. 

Conclusions. Thus, from the same set 
of facts, three different sets of conclusions 
have been drawn. The major conclusions 
are these: 

Was Japan provoked? On one basic 
point, the committee members all agree: 
Neither President Roosevelt nor the heads 
of the State, War and Navy departments 
deliberately provoked or incited the Japa- 
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SETH RICHARDSON 
Some question marks were erased 


nese attack on Pearl Harbor. Instead, 
up to the last moment, they tried to post- 
pone the war they considered inevitable. 

Surprise. All members of the Committee 
agree also that high officials of the Gov- 
ernment and of the armed services, from 
the President down, expected the attack 
to come in Southeast Asia rather than in 
Hawaii. 

Blame. As to placing responsibility for 
what happened, both the majority and 
minority reports stress the failures and 
errors of judgment committed by high 
officers of the Army and Navy. Both in- 
clude the two commanders in Hawaii, 
Admiral Husband E. Kimmel and Lieut. 
Gen. Walter C. Short, as well as the 
Washington command. Neither report 
places any direct blame on Cordell Hull, 
then Secretary of State, although the 
minority report asserts that diplomatic 


moves leading up to Pearl Harbor ought 
to be investigated further. 

But the two reports differ sharply in 
what they say about the part played by 
the then President Roosevelt, Secretary 
of War Henry L. Stimson, and Secretary 
of the Navy Frank Knox. 

The majority report says that they, 
as well as Secretary Hull, “discharged their 
responsibilities with distinction, ability 
and foresight and in keeping with the 
highest traditions of our fundamental 
foreign policy.” 

The minority report, on the other hand, 
declares: 

“The failure to perform the responsi- 
bilities indispensably essential to the de- 
fense of Pearl Harbor rests upon the 
following civil and military authorities” 
and names President Roosevelt, Secretary 
Stimson and Secretary Knox, as well as 
high officers of the Army and Navy. This 





















report lays great stress on the “chain 
of responsibility” extending up to the 
President as head of the civil and military 
administration. 

Besides these general conclusions, the 
Committee members have given their 
answers to many other questions that 
have been in people’s minds ever since 
the Pearl Harbor disaster. 

Expectation of war. One such ques 
tion is this: Was the war itself a surprise 
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to top Government officials? The Com- 
mittee is agreed that, for more than a 
week preceding the attack, war with Japan 
was regarded by President Roosevelt and 
his aides as being certain and imminent. 
That view was based in part on the 
fact that diplomatic conversations with 
the Japanese had become deadlocked, 
and in part on a series of intercepted 
Japanese messages giving instructions 
to distant representatives to burn their 
codes. 

Fleet's location. Should the Fleet have 
been based at Pearl Harbor? This question, 
raised in Committee hearings, receives 
attention in both the minority and ma- 
jority reports. 

The minority report holds that, since 
first priority had to be given to meeting 
dangers in the Atlantic and since it was 
impossible at the same time to supply 
adequate defense materials to the base 





REPRESENTATIVE KEEFE 
His own statement was appended... 


at Pearl Harbor, the Fleet should have 
been kept on the West Coast instead. 

The majority report, on the other 
hand, pointed out that the Fleet was 
based in Hawaii as a deterrent to Japan, 
asserts that its presence there did deter 
Japan for a year and a half from at- 
tacking the Netherlands Indies. Further- 
more, says the majority report, if the 
Fleet had been based on the West 
Coast, Hawaii might have been taken 
by amphibious attack and then the Fleet 
might have been attacked anyway, wher- 
ever it was. 

President's moves. What course did 
President Roosevelt pursue, in the 10 days 
before the attack? On this question, the 
minority report says: “Having considered, 
without agreeing upon the proposition, 
that a message on the war situation should 
be sent to Congress, the President .. . 
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REPRESENTATIVE GEARHART 
-. . signed with the majority 


pursued, from November 25 to December 
7, the tactics of waiting for the firing of 
‘the first shot’ by the Japanese.” 

On Nov. 28, 1941, President Roosevelt 
said to Secretary Stimson that he could 
see only three alternatives before him in 
the situation: “first, to do nothing; second, 
to make something in the nature of an 
ultimatum again, stating a point beyond 
which we would fight; third, to fight at 
once.” 

Two other possible courses were con- 
sidered by the President. One was to lay 
the whole matter before Congress in a 
special message. The other was to make a 
direct appeal to Emperor Hirohito. He did 
make the last-minute appeal to the Em- 
peror, too late to change the Japanese 
plan. But he never sent the message to 
Congress, and, except for the appeal to 
the Emperor, his course was to do nothing 
and await whatever military action the 
Japanese might take. 

Messrs. Kimmel and Short. In what 
respects did Admiral Kimmel and Gen- 
eral Short fail to do all they might have 
done? 

The errors made by the Hawaiian com- 
mands, says the majority report, “were 
errors of judgment” and not “derelictions 
of duty.” Seven such errors are listed in 
this report, including failure to take ade- 
quate measures in view of the warnings 
from Washington, to alert their establish- 
ments properly, to maintain liaison be- 
tween their respective commands, to carry 
on reconnaissance to the maximum within 
limits of their equipment, to prepare 
against all possible attacks, to employ the 
facilities available for repelling the Japa- 
nese raiders, and to appreciate the signifi- 
cance of-intelligence and other information 
available to them. 

In addition to the points covered 





by the majority, the minority says: 
“Their radar was in an experimental stage 
and vital information revealed by it was 
improperly evaluated; their planes were 
grouped wing to wing on the field; a large 
number of officers and men were not at 
their posts; their ammunition was not 
immediately at hand for action.” Also, 
declares the minority report, “the signifi- 
cance of Japanese submarines sighted 
early on the morning of December 6 was 
not properly weighed and information 
about such submarines was not diligently 
transmitted to résponsible authorities for 
action.” 

This report continues: “Admiral Kimmel 
should have been aware of the meaning 
of code destruction and of the Japanese 
reputation for surprise action. He should 
have been vigilant.” 

On the question of how much informa- 
tion General Short had, the minority re- 
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SENATOR BARKLEY 
~~. to a 500-page report 


port says the evidence is much less clear 
and precise. 

Concluding as to the part played by 
Admiral’ Kimmel and General Short, the 
minority report declares: “The command- 
ing officers in Hawaii had a particular 
responsibility for the defense of the Pacific 
Fleet and the Hawaiian Coastal Frontier. 
This responsibility they failed to dis- 
charge.” 

Washington’‘s failures. In what re- 
spects did high military officials in Wash- 
ington fail to do all they might have done? 

The War Plans Division of the War 
Department, declares the majority report, 
“failed to discharge its direct responsibility 
to advise the commanding general he had 
not properly alerted the Hawaiian Depart- 
ment” when the latter reported that it was 
alerted against sabotage. Furthermore, it 
declares, the Intelligence and War Plans 
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divisions of the War and Navy depart- 
ments failed: 

“(a) To give careful and thought- 
ful consideration to the intercepted 
messages from Tokyo to Honolulu of 
September 24, November 15 and No- 
vember 20 (the harbor berthing plan 
and related dispatches) and to raise 
a question as to their significance. 
Since they indicated a particular in- 
terest in the Pacific Fleet’s base this 
intelligence should have been appre- 
ciated and supplied the Hawaiian 
commanders for their assistance, along 
with other information available to 
them, in making their estimate of 
the situation. 

“(b) To be properly on the qui 
vive to receive the “one o’clock” 
intercept and to recognize in the mes-. 
sage the fact that some Japanese mili- 
tary action would very possibly occur 
somewhere at 1 p.m., December 7. If 
properly appreciated, this intelligence 
should have suggested a dispatch to all 
Pacific outpost Commanders supply- 
ing this information, as General 
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GENERAL SHORT 








of Japanese messages on those days which 
would have placed the Hawaiian com- 
manders on the specific alert for probable 
danger to Hawaii.” 

Scapegoats? Were Admiral Kimmel 
and General Short unjustly maneuvered 
into taking the full blame for the disaster? 

Representative Keefe, in his separate 
comment, tells of the manner in which 
these two officers were retired and court- 
martial proceedings for them were post- 
poned. “The high civilian and military 


officials in Washington,” he says, “who had, 


skillfully maneuvered Kimmel and Short 
into the position of exclusive blame knew 
at the time all the hidden facts about 
Pearl Harbor, at least as much and prob- 
ably more than this investigation has been 
able to uncover.” 

A somewhat different view is taken in the 
majority report, however, which declares: 

“On the morning of Dec. 7, 1941, Ad- 
miral Kimmel and General Short were 
catapulted by the Empire of Japan into 
the principal roles in oné of the most 
publicized tragedies of all time. That im- 
proper and incorrect deductions were 
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with discrepancies in the testimony of 
Capt. L. F. Safford, of the Navy, suggests 
that he is “honestly mistaken” in the mat. 
ter. The minority report also implies that 
no genuine winds message was decoded. 
Messrs. Marshall and Stark. Another 
mystery the Committee sought to solve 
in its hearings last winter was this: Where 
were General Marshall and Admiral Stark 
on the evening of December 6? The ma- 
jority report now says: “General Marshall 
has testified that, while he could not recall 
his whereabouts with certainty, he pre. 
sumed he was at home. Admiral Stark 
could not recall his whereabouts, but evi- 
dence establishes that he was at the Na- 
tional Theater seeing the ‘Student Prince.’” 
Lessons. What lessons does the Pearl 
Harbor story hold for the future? The 
majority report recommends that im- 
medigte action be taken to insure that 
unity of command is imposed at all 
military and naval outposts, that Army 
and Navy intelligence agencies be in- 
tegrated, that legal restriction handi- 
capping intelligence agencies be removed, 
and that the Army and Navy follow pro- 
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ADMIRAL KIMMEL 


... the reports attempted to point out the failures in command 


Marshall attempted to do immediately 

upon seeing it.” 

The minority report also asserts that 
“by conflicting and imprecise messages 
and orders, high Washington authorities 
created such a condition of confusion rela- 
tive to what the Hawaiian commanders 
were to do and were not to do about alert- 
ing and preparing for defense at Pearl 
Harbor, as to remove from such com- 
manders that clear responsibility which 
would have otherwise attached to them 
by reason of their positions.” 

Finally, says the minority, “in the criti- 
cal hours from the afternoon of December 
6 to 10:30 a.m. on December 7, Washing- 
ton authorities failed to take the instant 
action called for by their special knowledge 
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drawn by some members of the public, 
with consequent suffering and mental 
anguish to both officers, cannot be ques- 
tioned, just as erroneous conclusions were 
made by others with respect to the extent 
and nature of responsibility in Washington. 
But this is the result of the magnitude of 
public interest and speculation inspired by 
the disaster and not the result of mistreat- 
ment of anyone.” 

Winds message. Was there actually a 
“winds message” sent by Japan in code 
to her agencies abroad and revealing that 
war with U.S. was about to start? The 
majority report devotes 18 pages to this 
one question and concludes that no genu- 
ine message executing the winds code was 
received. The report, dealing at length 


cedures which will make a repetition of 
Pearl Harbor impossible. 

The minority report says this: “In the 
future the people and their Congress must 
know how close American diplomacy is 
moving to war, so that they may check its 
advance if imprudent and support its posi- 
tion if sound. A diplomacy which relies up- 
on the enemy’s first overt act to insure 
effective popular support for the nation’s 
final war decision is both outmoded and 
dangerous in the atomic age. To prevent 
any future Pearl Harbor more tragic and 
damaging than that of Dec. 7, 1941, there 
must be constant close coordination be- 
tween American public opinion and Ameri- 
can diplomacy. Eternal vigilance is still the 
price of liberty even in the atomic era.” 
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G.O.P.'S HOPES IN NEXT SENATE: 
DRIVE TO WIN CONTROL THIS YEAR 


Prospects That Republican Upswing Will Stop Short of a Majority 


Effects of isolationism, 
apathy, and local issues 
on November elections 


Primary upsets of such veteran Senators 
as Henrik Shipstead in Minnesota and 
Burton K. Wheeler in Montana are. raising 
questions in the minds of strategists in 
both parties. Is a voting trend developing 
against the ‘ins’? Has isolationism lost its 
vote-winning power as an issue? Control of 
the Senate in the next Congress may de- 
pend upon a proper appraisal of the reason 
why people are voting as they are. 

If no dominant trend is taking shape 
against them, a chart of historic electoral 
tides indicates that the Democrats have an 
excellent chance of holding control of the 
Senate this autumn, but by a narrower 
margin than that by which they now rule 
that branch of Congress. 

The odds, as revealed by the accom- 
panying chart, are eight to three, on a his- 
torical basis, that the Democrats will lose 
ground in the Senate in the November elec- 
tion. But, by the same token, the odds are 
ten to six that the Democrats will not lose 
as many seats as the Republicans need to 
win control of the Senate. 

Long-range election-tide charts for the 
Senate, just as for the House of Represent- 
atives, point to a continuing backswing in 
Democratic strength in the November elec- 
tion, primarily because this is a midterm 
election year. 

The hope of the Republicans is that the 
backswing will take them across the 
threshold. But, if past performance in 
midterm elections means anything, the 
ground gained by Republicans will leave 
them just short of complete control of at 
least one of the two houses of Congress 
after the November election. 

Average losses of the party in power 
in midterm elections run to a little more 
than six Senate seats. In 16 of the 22 mid- 
term elections during the 90 years since 
the two parties took their present form, 
the party in power has lost strength in 
the Senate. 

However. in 10 of these 16 elections 
these losses have been fewer than the nine 
seats that the Republicans need to win to 
give them control of the Senate. In two 
of the other midterm elections, the party 
out of power has won the number of seats 
that the Republicans need to win this au- 
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tumn to give them the same number of 
Senators as the Democrats. In only four 
midterm elections over the 90 years has 
the party out of power won as many seats 
as the Republicans need to give them 
complete control of the Senate. 
Midterm apathy. The lack of a presi- 
dential campaign with a nation-wide dram- 
atization of the issues inevitably brings a 
falling off of votes in midterm elections. 
This usually causes the party in power to 
lose seats in both houses of Congress, ir- 
respective of whether that party is Demo- 
cratic or Republican. The impulse that 
drew out the vote for a presidential candi- 


Prior to that time, Senators were chosen 
by State legislatures. The same election 
that would change the membership of the 
House of Representatives would alter the 
political complexion of the State legisla- 
tures. And, in the following election, the 
State legislatures would change the Sena- 
tors. 

Since 1914, the effect of the popular 
will upon the House has been reflected 
more quickly in the Senate. The fact that 
only one third of the Senate is chosen 
every two years, however, lessens the op- 
portunity of the Senate to respond quickly 
to changes in the nation. The disposition 





the November election. 


Eight of the 23 Demo- 
cratic seats are in areas where 
the Republicans have little 
chance of winning. These seats 
and their incumbents are: 


State Senator State 
Ariz. Ernest W.McFarland Del. 
Fla. Charles O. Andrews Tda. 
Miss. Theodore G. Bilbo Md. 
Nev. E. P. Carville Mass. 
Tenn. Kenneth McKellar Mo. 
Tex. Tom Connally Mont. 


Va. Thomas G. Burch N. Y 





Senatorial Battleground 


To win control of the Senate, the Republicans must hold the ground that they 
now have and win nine of the 23 Democratic Senate seats that are at stake in 


The Republicans have 15 Democratic seats, out of the 23, 
upon which to concentrate their fire. To win control, they 
must hold the 13 seats they have at stake in the election and 
must capture nine of the 15 posts from the following areas 
now held by these Democratic Senators: 


Senator 


James M. Tunnell 
Charles C. Gossett Pa. 
George I. Radcliffe 
David I. Walsh 
Frank P. Briggs 
Burton K. Wheeler 
Va. Harry F. Byrd N.Mex. Dennis Chavez 

v. ¥. James M. Mead 


Senator 
James W. Huffman 
Joseph F. Guffey 
R. I. Peter G. Gerry 
Utah Abe Murdock 
Wash. Hugh B. Mitchell 
W Va.Harley M. Kilgore 
Wyo. Joseph C.O’Mahoney 


State 
Ohio 








date and helped to sweep his congressional 
followers into office does not carry through 
to the midterm congressional campaign. 

This sag of the party in power ranges 
from 5 to 20 per cent in the House of Rep- 
resentatives. In the Senate, where the 96 
seats mean that one seat is about equiva- 
lent to 1 per cent, the range is narrower. 
The midterm sag usually runs from one 
to 12 seats. 

Senate control, more often than not, 
has shifted in years of presidential elec- 
tions. Through most of the nation’s history, 
the Senate has lagged behind the House in 
its responsiveness to the popular will. Usu- 
ally a change of party control in the House 
has been followed two years later by a 
change in control of the Senate. ‘ 

In part, this is explained by the fact 
that popular election of Senators did not 
go into effect until the election of 1914. 


of the Southern States to vote Democratic, 
solidly and unvaryingly, further lessens the 
chances of the Republicans to take control 
of the Senate in any one election. 

The Roosevelt era. Oddly enough, the 
party position in both houses as Congress 
entered the Roosevelt era was similar to 
the present situation. In the elections of 
1930, the Democrats fell just short of cap- 
turing both houses. Before the lame-duck 
session was finished and the new Congress 
was organized, Republican deaths and the 
choice of Democrats in special elections 
had given the Democrats control of the 
House. In the Senate, they were just one 
vote short of control. 

Now, as the Roosevelt political era 
comes to an end, the party position in the 
two houses still is a close parallel. In the 
Senate, the Republicans are only nine seats 
away from control. In the House, they 
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MINNESOTA'S THYE 


need to capture only 5 per cent of the 
seats to win control. 
Apathetic voting in a midterm election 


might give them the House. A heavier drop 


than is normal for a midterm election 
might also give them the Senate. But, on 
the basis of statistical probabilities, the 
November election might easily turn up a 
counterpart of the 1930 election, with the 
Republicans, instead of the Democrats, 
stopping just short of complete congres- 
sional victory. 

Republican hopes now are centered 
upon the possibility that they may be able 





to accelerate the normal midterm election 
drift away from the party in power. An 
economic upset that might set the voters 
to balloting against the party in control, 
or a greater-than-normal failure of large 
numbers of voters to go to the polls might 
turn the trick. 

In 1942, when the vote shrank to abnor- 
mally low proportions, even for midterm 
elections, the Republicans won 10 Senate 
seats. In 1930, in the midst of the depres- 
sion, the Democrats were able to capture 
only eight Senate seats in the midterm 
backswing away from the Republicans. 
That number would not be quite enough 
to give the Senate to the Republicans this 
autumn. From the standpoint of electoral 
change in the Senate, apathy in 1941 did 
a better job of losing seats for the party in 
power than depression did in 1930. 

No depression now is in sight for this 
year, and, through most of the primaries of 
this summer, the voters have shown them- 
selves apathetic, except in a few States 
where the issues were sharply drawn and 
interest ran high. In bitterly fought con- 
tests in Minnesota, Montana and Georgia, 
the primary voting set new high records. 

In Minnesota and Montana, two of 
the States that have produced senatorial 
upsets, the issues clearly threshed out be- 
fore the voters were the isolationist rec- 
ords of Senators Shipstead and Wheeler. 
The voters decided to substitute Edward J. 
Thye as the Republican candidate in Min- 
nesota and Leif Erickson as the Demo- 
cratic candidate in Montana. 

In Georgia, the State’s primary vote 
was built up to its highest level in history 
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MARYLAND‘S O‘CONOR 


by the voting of youngsters between 18 
and 21 and of Negroes. 

Two of the five Senators who have 
failed of renomination were accounted for 
by Minnesota and Montana. Three of the 
seven House members who have failed of 
renomination were voted out in Georgia, 
where the popular vote in a congressional 
district, or in a State, means nothing and 
the decision is based upon an archaic sys- 
tem of county-unit tabulation. 

The other Senators who have been re- 
jected by their parties were Charles C. Gos- 
sett, in whose stead Idaho Democrats 
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INDIANA‘S JENNER 


named George Donart; George L. Rad- 
diffe, whom Maryland Democrats rejected 
for Herbert R. O’Conor; and Raymond E. 
Willis, whose wish for. renomination was 
turned down by Indiana Republicans in 
favor of William E. Jenner. 

With almost two thirds of the candi- 
dates chosen for the November election, 
and with only a dozen Senators and Rep- 
resentatives defeated among those who 
sought renomination, the hopes of Repub- 
licans for a wave of voting against the ins 
is growing thin. 

Two of the biggest senatorial upsets— 
those in Minnesota and Montana—have 
occurred since the Office of Price Adminis- 
tration went out of business and prices 
began to rise. There the voting was heavy. 
And in Montana, the Political Action 
Committee helped to get out the vote 
against Senator Wheeler. In Arizona and 
in other States where there has been only 
a mild discussion of issues, the voting 
has been just as light since OPA went 
out as before. 

Thirty-six Senate seats are to be filled 
by the November elections. Eight of these 
are in solidly Democratic areas where the 
Republicans have no chance of winning. 
Thirteen of the others are held by Republi- 
cans and by a Progressive who now is fight- 
ing for a Republican nomination. That 
leaves 15 Democratic seats for the Republi- 
cans to center their fight upon. 

Fifteen seats. Looking over these areas, 
the Republicans find: 

Delaware. Seat now is held by James 
M. Tunnell. He won by 51 per cent of the 
vote in 1940. But the Republicans elected 
aSenator there in 1942 and the Governor 
of Delaware now is a Republican. 

Idaho. Charles C. Gossett was beaten 
for the Democratic nomination. Mr. Gos- 
ett was serving by appointment by a 
Democratic Governor to the post held by 
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the late John Thomas, a Republican. The 
last senatorial election in Idaho in 1944 
produced a Democratic Senator by a mar- 
gin of 51 per cent of the vote. 

Maryland. Mr. O’Conor, the present 
Governor, is candidate for the Democrats. 
In 1944, the Democrats in Maryland elected 
a Senator by 61 per cent of the vote. Mary- 
land has not had a Republican Senator 
since Phillips Lee Goldsborough went out 
as a result of the 1934 election. 

Massachusetts. The veteran David I. 
Walsh is opposed by his former Republican 
colleague, Henry Cabot Lodge, Jr. In his 
last election, in 1940, Senator Walsh got 
56 per cent of the vote. Since then, the 
Republicans have elected Leverett Salton- 
stall to the Senate, but the Democrats hold 
the Governorship. 

Missouri. Frank P. Briggs is trying for 
renomination. He now is serving by ap- 
pointment to the seat formerly held by 
President Truman. In the last senatorial 
election, in 1944, the Republicans elected 
Forrest C. Donnell with just a shade more 
than 50 per cent of the vote. 

Montana. Leif Erickson will run instead 
of Senator Wheeler. In the 1942 election, 
James E. Murray, Democrat, won by a 
shade more than 50 per cent of the vote. 
Montana has not had a Republican Sen- 
ator in more than 20 years. 

New Mexico. Dennis Chavez is run- 
ning for re-election as the Democratic 
nominee against Republican Patrick J. 
Hurley. In the 1942 election the Demo- 
cratic senatorial candidate got 59 per cent 
of the vote. The last Republican Senator 
from New Mexico was Bronson Cutting, 
who died in 1935. 

New York. Seat now is held by James 
M. Mead, who may drop out to run for 
Governor. Mr. Mead captured 53 per cent 
of the vote in 1940. Democrat Robert F. 
Wagner got about the same proportion in 
1944. Each ran with and got the personal 
backing of Franklin D. Roosevelt in those 
elections. In the interim, New York elected 
a Republican Governor. New York has not 
had a Republican Senator since 1926, 
when James W. Wadsworth, now a Rep- 
resentative was beaten by Mr. Wagner. 

Ohio. James W. Huffman, the incum- 
bent, is the Democratic nominee, opposed 
by former Republican Governor John W. 
Bricker. Republican Robert A. Taft won 
in 1944 by just a shade more than 50 
per cent of the vote. The Democrats elect- 
ed a Governor that year. 

Pennsylvania. Joseph F. Guffey, the in- 
cumbent, is the Democratic nominee. He 
is opposed by Edward Martin, the Repub- 
lican Governor. In the 1944 election, Fran- 
cis J. Myers, Democrat, won by just a 
shade more than 50 per cent of the vote. 
Mr. Guffey got 52 per cent of the vote 
in 1940. 

Rhode Island. The Democratic incum- 
bent, Peter G. Gerry, is not a candidate. 
Mr. Gerry won by 55 per cent of the vote 
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in 1940. Theodore Francis Green, his Dem- 
ocratic colleague, got 58 per cent of the 
vote in 1942—a midterm year. The last 
Republican Senator from Rhode Island 
was Jesse H. Metcalf, beaten in 1936. 

Utah. Abe Murdock, the incumbent, is 
the Democratic candidate. Mr. Murdock 
won 62 per cent of the vote in 1940. Elbert 
D. Thomas, his Democratic colleague, got 
59 per cent of the vote in 1944. The last 
Republican Senator from Utah was Reed 
Smoot, who went out of office in the 
1932 election. 

Washington. Hugh B. Mitchell, the in- 
cumbent, is the Democratic candidate. 
Mon C. Walgren, his predecessor, a Demo- 
crat, got 54 per cent of the vote in 1940. 
His colleague, Warren Magnuson, another 
Democrat, got 55 per cent of the vote in 
1944. Washington has a Democratic Gov- 
ernor and two of its six House members 
are Democrats. 

West Virginia. Democratic Harley M. 
Kilgore is seeking re-election. He got a 
shade more than 51 per cent of the vote in 
1940. Republican Chapman Revercomb 
got 55 per cent of the vote in the midterm 
election for the Senate in 1942. But West 
Virginia elected a Democratic Governor in 
1944. 

Wyoming. Joseph C. O’Mahoney is the 
Democratic candidate for another term. He 
got 59 per cent of the vote in 1940. Edward 
V. Robertson, his Republican colleague, 
got 54 per cent of the total in extremely 
light voting in the midterm election in 
1942. Wyoming has a Democratic Governor. 

When they look over the field, the Re- 
publicans find that their best chances for 
picking up the nine seats that they need lie 
in Delaware, Idaho, Missouri, New York, 
Ohio, Pennsylvania, West Virginia, and the 
longer-shot states of Montana and Massa- 
chusetts. Here is where their hottest fire 
is going. 
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Is U.S. Facing Currency War? 
Revaluation as a Trade Weapon 


Tactics That Permit Other Countries to Counteract Price Upturn Here 


Increased purchasing 
power for foreigners 
in American markets 


Currency tinkering again is tempting 
the finance ministries of various nations. 
The idea, popular before the war, that 
countries can protect themselves from 
price changes by juggling the value of 
money, appears to be reviving. At present 
this policy is directed against the U.S. 
dollar, which other countries want to buy 
at bargain rates in terms of their own 
money. 

Rising prices in the United States are at 
the root of the temptation. Higher prices 
in this country are making goods more 
costly to other countries, and they have to 
buy in U.S. markets because this country 
is the only place where any substantial vol- 
ume of goods is availabie. But, by raising 
the value of their currencies, this price 
rise can be offset. If shoes, for example, 
should rise from $9 to $10 a pair, they 
would cost a Canadian no more if the Ca- 
nadian dollar rose from 90 cents to $1 in 
value. He would continue to pay 10 Ca- 
nadian dollars for them. 

Upward revaluation of currencies in 
terms of the dollar thus is tempting. 

Canada started the ball rolling when 
the Canadian dollar actually was jumped 
from 90 cents to $1. This action was ex- 
plained on the ground that the Canadian 
dollar was stronger than indicated by the 
former official exchange rate, since Canada 
had held prices under tighter control than 
the U.S. Rising U.S. prices also threat- 
ened to boost Canadian prices because Can- 
ada depends heavily on U.S. supplies. 
Currency juggling thus was adopted. 

Sweden is the second country to take a 
similar step. The krona was advanced from 
23.7 cents to 27.7 cents. The reason given 
for this action is that an internal price rise 
was feared. In Sweden, wage rates are tied 
to the price level and officials want to 
avoid a rising wage-price spiral. So cur- 
rency manipulation is being tried. 

Other countries now are rumored to be 
considering the same tactics. The Dutch 
Finance Minister, Pieter Lieftinck, admits 
as much, and reports persist that higher 
values will be quoted for the Argentine 
peso, the Swiss franc and even the British 
pound, although the $3,750,000,000 credit 
just signed by President Truman was ex- 
tended in part to forestall currency war- 
fare. 


22 


These actions and rumors recall the pre- 
war era, when countries generally jockeyed 
currencies to improve their trading posi- 
tions. Germany and some South American 
countries made a fine art of the practice. 
The difference is that today nations are 
jockeying for a different advantage. They 
want to buy rather than to sell, so they are 
trying to increase the purchasing power of 
their money rather than to reduce their 
selling prices. 


SIGNING THE BRITISH LOAN 


- ++ an obstacle to currency warfare 


The U. S. dollar is the target for mone- 
tary as well as trading reasons. Not only is 
the United States the greatest source of 
supplies, but the dollar also is the world’s 
standard for money values. The dollar’s 
value is fixed at $35 an ounce for gold, and 
the dollar is the only currency in the world 
that can be freely exchanged for other cur- 
rencies. 

Any change in a currency’s dollar value 
changes its relation to other currencies. 
Canada now offers to pay only 4.02 Ca- 
nadian dollars for a British pound, instead 
of 4.43, and Sweden will give only 14.50 
kronor instead of 16.92 kronor for a pound 
sterling. Action against the dollar thus 
serves to reduce the cost to Canada and 
Sweden of British products, and to 
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increase the cost to Britain of Canadian 
and Swedish goods. The same situa. 
tion will apply to debts owed to Swedeg 
by Britain, Norway and Denmark, 

These ripples caused by currency tinken 
ing are the forerunners of currency war, 
Britain, for instance, might boost the valu 
of the pound to adjust to the Canadian 
dollar and the krona, while not being pap 
ticularly concerned over the U.S. dollar. 
pound relationship. 

If a currency war should 
develop, it would amount to 
gambling in dollars. The net 
result to this country would 
be that imports would rise in 
price. A higher Canadian dol- 
lar automatically raises the 
price of Canadian newsprint 
to U.S. buyers, because they 
have to pay more U.S. dollars 
to get Canadian dollars. 

A hazard is involved, hovw- 
ever, in currency tinkering, 
Widespread upward valuations 
in currencies may promise a 
temporary buying advantage 
in U.S. markets, but eventu- 
ally when foreign businessmen 
must sell in U.S. markets, 
those countries might be left 
high and dry. Right now, by 
raising currency values, for- 
eign countries can buy more 
cheaply and sell more dearly 
in U.S. markets, but the time 
may come when they would 
like to reverse this situation. 
Canada now can sell lumber to 
this country at almost any 
price, but, when the present 
abnormal demand subsides, 
Canadian timber may cost too much for 
U.S. buyers simply because Canadian dol- 
lars cost too much. 

This situation was faced by France im- 
mediately after the war. The French frane 
at 2 cents proved to be too expensive for 
prospective buyers of French goods. .A 
U.S. importer had to pay $2 for a 100- 
franc bottle of French wine. So the frane 
was brought down to around eight-tenths 
of 1 cent and the price of a 100-franc bot- 
tle of wine fell to 80 cents. The French 
man, however, still got his 100 francs, 

Actually, available data indicates that 
other countries have little reason to i 
crease dollar values of their money except 
to take advantage of the present tight sit- 
uation in material supplies. Price inflation 
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U. S. EXPORTS LEAVING FOR EUROPE 
...@drop in U. S. prices would tum the tables 


in Europe, Latin America, and even in 
England, has gone further than in the 
United States, which is a rough indication 
that present currency values are high in 
dollar terms rather than low. 

A drop in U.S. prices in another 12 or 
18 months, which is considered probable, 
would turn the tables. The United States 
then would have more abundant supplies 
and probably would be seeking foreign 
markets. And, because of overvalued cur 
rencies, U.S. producers might find buyers 
more readily than Swedish producers, 
Then the pressure would be to lawer val- 
ues of other currencies in relation to the 
dollar. 

The uncertain course of U.S. prices over 
the next year or so, in fact, may restrain 
countries generally from yielding to the 
present temptation to push up currency 
values. The president of the Swiss Na- 
tional Bank denies the validity of rumors 
that Swiss revaluation is planned, and 
British financiers seé more danger than 
advantage in indulging in currency war- 
fare now. 

The World Monetary Fund is another 
factor weighing against a currency war. 
By the time U.S. prices settle down, the 
Fund is expected to be operating, and, for 
most countries of the world, currency val- 
ues then could not be easily changed. All 
important trading nations, except Russia, 
Sweden, Switzerland and Argentina, are 
members of the Fund. 

This institution is, in effect, an Anglo- 
American bid for stability in currency val- 
Ws, an agency designed to prevent cur- 
rncy warfare by supplying members with 

currencies they need to settle trade 
balances. Membership in the Fund carries 
with it an obligation to avoid any change 
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in currency values for the sake of trading 
advantages. Any alteration in values be- 
yond an initial 10 per cent, up or down, 
requires the consent of the Fund. 

The United States is depositing $2,750,- 
000,000 in the Fund, a contribution that 
promises to supply far more dollars than 
could be gained by monetary tinkering on 
a nation-by-nation basis. And withdrawal 
from the Fund can be immediate. Out- 
break of a currency war on any large-scale 
basis, therefore, could lead to a U.S. 


DIRECTOR OF THE MONETARY FUND: CAMILLE GUTT 


resignation, and an end to this experiment 
to bring order into money relations. 

Right now the Fund’s staff, under Man- 
aging Director Camille Gutt, is trying to 
reach a basis for setting original values on 
world currencies. Those values are to be 
set in terms of the U.S. dollar at its pres- 
ent gold price. Director Gutt is the man 
who, as Belgian Finance Minister, directed 
drastic currency reforms for Belgium after 
that country was liberated from Germany. 
He followed a policy that reduced the sup- 
ply of money and lowered prices, He is 
expected to frown upon attempts to value 
currencies at inflated levels and to advise 
that currency tinkering will provide no 
lasting solution for price problems caused 
by internal difficulties. The unsettled price 
situation that prevails in the United States, 
however, is likely to complicate the Fund’s 
task. 

Currency relations are expected to be 
discussed formally when the Board of 
Governors of the Fund meets in Septem- 
ber. After that, negotiations between the 
Fund and member nations must be con- 
ducted before final values can be fixed, so 
it will be late in the year before operations 
definitely can begin. This unavoidable de- 
lay in Fund affairs is likely to cause most 
countries to hesitate before they follow the 
path that has been blazed by Canada 
and Sweden. 

Meanwhile, any individual decision to 
alter currency values is expected to be 
bolstered with strong arguments. Mone- 
tary experts are inclined to grant Canada’s 
case for a par dollar, but the action of 
Sweden, which is not a member of the 
Fund, is considered a bit hasty. 
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. .. any currency tinkering would be discouraged 
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Rising Price Trends Since OPA: 


New Records for 


Prices are continuing to move sharply 
higher in the absence of controls. This rise 
now is reflected most broadly in prices of 
commodities at wholesale. Later on, the 
wholesale price rise will show up more 
generally in retail prices. 

The accompanying chart, based upon the 
official index of prices of more than 900 
commodities, shows what has been hap- 
pening. This broad index is the least sen- 
sitive to rises in individual commodities. 

Upward trends. What is disclosed is 
this: 

In all of 1945 the general price index 
rose 2.4 points, from 104.6 to 107. That’s 
a 2.3 per cent increase. 

In 1946 before OPA died the index 
jumped from 107 per cent to 112.7 per 
cent of the 1926 base. That rise was at a 
rate five times as great as in 1945. 

In-1946 after OPA, in the first two 
control-free weeks, prices of these 900 
commodities at wholesale shot up from 
112.7 to 120.7—4.5 points in the first week 
and 3.5 in the second. That rise was at a 
rate more than 80 times as fast as the 
1945 rate. 

It is necessary, however, to see where the 
rises are occurring. After two weeks with- 
out OPA, this is found to be the situation: 
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Food Products 


Food prices led the increase. In fact, 


with farm products, they account for most 
of the total advance. Their 18 per cent 
increase in two weeks represents a rise 
200 times as rapid as the 1945 rate of 
increase. At 134, the food-price index was 
at a 26-year peak. So rapid was the rise 
that late in the third week consumer re- 
sistance, along with heavy marketings, 
brought a sharp break in the advance of 
the leading food items. 

Meat prices, after a rise averaging 17.7 
per cent in the first week, registered second- 
week gains ranging from 2.5 per cent for 
beef in New York to more than 75 per 
cent for some pork products. That beef 
rise, which was more than the amount 
formerly paid in subsidies by the Govern- 
ment, reflected higher cattle prices, with 
choice steers at the end of two weeks 
selling at $23 a hundred pounds, later 
going as high as $27 a hundred. 

Butter. prices rose an average of 17 per 
cent the first week and 6 per cent the 
second. The jump of 17 cents a pound, 
compared with the former subsidy of 13 
cents, set the average price of 73.5 cents, 
probably the highest level in history. 

Flour prices increased more than 40 
per cent in the second week alone. 
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Farm products rose slightly the second 
week, after a 9 per cent first-week jump, 

Cotton, after gains of 3.8 per cent and 
5 per cent in successive weeks, sold at 
34.2 cents a pound, a 23-year peak. 

Egg prices dropped 1.1 per cent the 
first week, only to bounce up 2 per cent 
the second. Milk, white potatoes, lemons 
and onions continued to rise. 

Grain prices, however, fell off 2 per 
cent the second week after rising 23 per 
cent the first week. And increased market 
ings brought at least a temporary breakin 
livestock and poultry prices in the second 
week, after an increase of 13.7 per cent. 

Industrial commodities, meanwhile, 
pushed up only moderately. Some items 
rose sharply, but few were much if a@y 
above former OPA ceiling prices. - 

Lead and zinc, after rising the amount 
of lost subsidy in the first week, jumped 
another 15 per cent the second week. Some 
iron and steel products were up. 

Metals and metal products generally, 
however, advanced only 1.2 per cent ii 
the first two weeks without control. ~ 

Textile products at wholesale climbed 
less than one half of 1 per cent’ in 
same period, while fuel and lighting mate 
rials, house furnishings, and chemicals and 
allied products advanced 2.5 points, 

Building materials generally rose little 

more than 1 per cent. 

The net result of all these increages 
is to be sharply higher prices, sooner Of 
later, for the things consumers buy. 
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MIDLAND BANK LTD., ENGLAND—More thon 


: ; 
WH - 1,000 branches of Midland Bank in England -cre 
U 60 7 equipped with Burroughs machines. The picture shows a 

P typical accounting machine installation in a London brarich. 


One reason why you see Burroughs machines wherever 
you go is that Burroughs has always had a reputation 
for precision-built machines unequaled in the industry. 
Today, the most modern scientific equipment is in use 
in the Burroughs chemical, physical and electronic 
laboratories; the skill, experience and much of the 
fine precision manufacturing machinery so effectively 
employed by Burroughs in producing the famous 
Norden bombsight are being utilized to keep faith 
with satisfied customers throughout the world who 
look to Burroughs for the best in business machines. 
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“In proportion as the structure of a goverm- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


July 26, 1946 





(These two pages present each week the opinion of The Editg, 
the other members of the staff who report, interpret, and 








ye LACK OF AIR POWER— 
REAL LESSON OF PEARL HARBOR 


By DAVID LAWRENCE 


One single fact stands out above all others in the 
report just issued by the Joint Committee of Congress 
which for months has been investigating the grave 
defeat suffered by our armed forces at Pearl Harbor 
in December 1941. 

It is that we were caught napping—not just because 
our forces were not alerted but because we did not 
have the necessary planes to detect and ward off the 
attack of Japanese naval carriers. 

We can argue interminably iereafter as to the re- 
sponsibility of the late Presid« it Roosevelt, who was 
Commander-in-Chief, or of Cordell Hull, who was 
Secretary of State, or of General Marshall and Ad- 
miral Stark, who had the top commands in Washing- 
ton, or of the failures of General Short and Admiral 
Kimmel at Hawaii—but we shall not ever erase the 
simple fact that, even if we had had adequate warning, 
the Japanese could probably have inflicted, just the 
same, enough damage to cripple our fleet for many 
months while they swept southward to the Philip- 
pines and the Netherlands East Indies. 

We must be realistic and we must be fair. The Jap- 
anese sent a fleet of carriers, with nearly 400 planes, 
to make the attack. We did not have in and around 
Hawaii an adequate air strength to resist the attack 
successfully. 

We lacked the planes: The Pearl Harbor Com- 
mittee says that what we sent to foreign governments 
out of our meagre plane production was not excessive. 
Opinions will differ on this but there can be no debate 
about the fact that we did not have enough either for 
ourselves or for the foreign countries to which it was 
vital that we should send aid in 1941. 

The congressional report is enlightening on this 
point. It says that, between February 1 and November 
30, 1941, there were delivered only 210 heavy bombers 
—the only ones capable of long-distance reconnais- 
sance—and of these 113 were ordered by foreign coun- 

tries and paid for with cash. We learn also that 146 
planes were delivered to our carriers during that same 
period. 

What a tragic record! Here we have the most pow- 


erful nation in the world industrially. and just three 
years after Pearl Harbor we were turning out 100,009 
planes a year. Yet the United States was unprotected 
against attack by a naval carrier task force of the 
enemy while our fleet was materially impaired by a 
devastating blow of a few hours’ duration. 

Air power the answer: We had the industrial 
capacity. We had the materials. We had the designs. 
But what did we do with them? Who failed? Both 
the Army and Navy must share the blame for failing 
to tell the American people how really unprepared 
we were. Responsible officials of our government, in 
the legislative as well as the executive branches, were 
at fault in not insisting on a better defense with planes 
for both the Army and the Navy. 

Air power, both as an adjunct of sea power and as 
an instrument of force emerging from land bases 
alone, was the answer to our defense problem before 
Pearl Harbor just as it was in the subsequent months, 

Surface ships that protect carriers in task forces, 
and submarines that play havoc with the enemy's 
shipping, and amphibious forces which land on rocky 
shores and take bases needed for airfields—all these 
are prerequisite to an effective military establishment, 
and they played their part well. 

But without an important ingredient, the battle 
can be lost. The ingredient we missed was air power 
and we didn’t foresee its necessity either in Congress, 
or in the White House, or across the country where 
public opinion is formed. 

Weaknesses in the Pacific: Over the past week- 
end, the U.S. Strategic Bombing Survey, a distin- 
guished group of eleven civilians, made its report on 
air power in the Pacific at the request of the President. 
For several months the Survey has been studying the 
records and the evidence in Japan and Germany, and 
committee members visited the bombed areas. Here 
is what its latest summary report says: 

“December 7, 1941, found the United States 
and its Allies provocatively weak in the Pacific, 
particularly in land and carrier-based air power. 

The Allied air groups actually in the Pacific were 
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pages of The United States News are written In their entirety by 
news irrespective of the editorial views expressed here.) 


“I wholly disapprove of what you say but will 
defend to the death your right to say it.’’ 


VOLTAIRE 












All investigations of Pearl Harbor attack come finally down to single 
salient fact that United States did not have the air power to prevent 
Japanese successes—Nation again making same mistake. 


not only few in number but, in large measure, 
technically inferior to those of the Japanese. The 
Japanese strength had been underestimated. Nine- 
ty P-40s and 35 B-17s in the Philippines could 
not be expected to check the Japanese push 
southward. Three of our seven aircraft carriers 
were in the Atlantic and one training in the Gulf 
of Mexico. Even at that time, however, we had 
begun to see, more clearly than the Japanese, the 
full scope of the basic requirements for air power. 
Our programs for training, production, mainte- 
nance, logistics, and intelligence were limited, not 
so much by a lack of concept as by the time re- 
quired for their development and fulfillment... . . 
“Prior to the European war, we underestimated 
the predominant role that air power was to play 
and allocated to it too small a share of even the 
inadequate resources then available to the Army 
and Navy. At the outbreak of the Pacific war, 
our deficiency was particularly great in modern 
land-based fighters and in carriers. One thousand 
planes in the Philippines, at least equal in per- 
formance to the best then available to the Jap- 
anese, including types effective against shipping, 
well-manned, equipped and supplied, and dis- 
persed on some 50 airfields, would have seriously 
impeded the original Japanese advance if knowl- 
edge of their existence had not entirely dissuaded 
the Japanese from making the attempt. The loss 
of relatively antiquated battleships at Pearl Har- 
bor had little effect on the Navy’s combat capa- 
bilities at that time, while the addition of a few 
catriers would have enormously increased its 
capabilities. Larger overall appropriations to the 
armed forces, beginning at the time of Japanese 
occupation of Manchuria when the threat to 
peace in the Far East became evident, might 
have made war unnecessary and would have paid 
for itself many times over in reduced casualties 
and expenditures had war still been unavoidable. 
“Upon entering the war, we were deficient not 


_ only in numbers, but in quality of many of our 
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aircraft types. We were forced thereafter into 
hasty and costly modification and technical de- 
velopment programs to raise the performance of 
our aircraft to acceptable standards. These pro- 
grams could have been conducted more efficiently 
and economically during prewar years.” 


Lesson still unheeded: But have we learned our 
lesson? Not at all. All the reader needs to do to con- 
vince himself of the truth of that statement is to turn 
to the back pages of this magazine—pages 67 through 
74 of this issue, to be exact—and read another congres- 
sional report which has just been presented by the 
Senate Committee Investigating the National Defense 
Program—known now as the Mead Committee and 
formerly called the Truman Committee. 

In that report we are told what has happened to 
our aircraft industry since V-J Day. It is a sorry 
story. How much interest has the public taken in the 
fact that we are demolishing and scrapping or letting 
run down some of the very facilities needed to main- 
tain our air power for the use of both the Army and 
the Navy? 

Here is what the Mead Committee of Senators 
says in its unanimous report: 

“Since hostilities ended, the wartime aircraft 
industry has made a remarkable adjustment to 
the severe reduction in aircraft production and 
has demonstrated ingenuity in converting to 
peacetime aircraft production and in switching to 
other civilian products. However, it must be 
borne in mind that the airplane industry has been 
deflated to the approximate size it was in Decem- 
ber 1940. It would take 2 years to rebuild the 
industry to its productive capacity of September 
1945.” ‘ 

The conclusions reached by the U.S. Strategic 
Bombing Survey are in some respects more impor- 
tant than the report of the Pearl Harbor Investigating 
Committee. The text of these conclusions is printed in 
this issue, starting on page 63. It should be read care- 
fully by the Congress of the United States and by the 
American people. 
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Mr. Truman’‘s Plan to Take Stump for His Candidates if Necessary 


Injection of White House 
influence in the Missouri 
primary to support friends 


Democrats now are becoming convinced 
*hat they have the toughest kind of fight 
i'.ead of them in November if they are to 
keep control of Congress. President Tru- 
man, himself, is ready to take the stump in 
the autumn campaigning if needed. And he 
is throwing all of the weight he can into 
the Missouri primary fight to secure the 
nomination of his friends and the defeat of 
those who have opposed him. 

All of this became clear from the series 
of questions and answers at the President’s 
press conference last week. 

Foreign affairs. Mr. Truman opened 
the conference with the announcement that 
he had appointed delegates to the second 
part of the first session of the United Na- 
tions General Assembly. The delegates are: 
Senator Warren R. Austin of Vermont, 
senior member during the absence of the 
Secretary of State, and Senators Tom Con- 
nally of Texas and Arthur H. Vandenberg 
of Michigan, Representative Sol Bloom of 
New York and Mrs. Eleanor Roosevelt. 

The President said Secretary of State 
Byrnes will attend some of the meetings, 
but that he, the President, will not go. 

Mr. Truman answered questions about 
international finance, prices and politics: 

Do you intend to ask Congress for addi- 
tional appropriations for foreign loans? 

The President does not. 

Does this mean the Export-Import Bank 
will not get the $1,250,000,000 [mentioned 
by Mr. Truman in a message to Congress 
as needed, but not formally requested]? 

Mr. Truman thinks this will come along 
in the next Congress as a routine matter. 

Do you favor the plan for a $100,000,- 
000 loan to the Philippines? 

Yes, the President does. 

Will there be a loan to Russia? 

Mr. Truman has not heard of such a 
loan. 

OPA. Will you name a successor to 
Chester Bowles [recently resigned Stabili- 
zation Director]? 

Yes, the President will, as soon as he 
gets a law for the OPA to operate. 

Do you believe the rise in prices is in 
accordance with your own fears? 

Mr. Truman believes they have gone 
up as he indicated they would. 

Do you look for prices to go even 
higher? 

Surely, they will unless we get another 
OPA bill, Mr. Truman said. 
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Missouri primary. Can you tell us 


what you will do in the Missouri primary? 

The President will go home to vote in 
August. 

Can you say anything about [Repre- 
sentative] Roger Slaughter [Dem., of Mis- 
seuri |? 

Mr. Truman is interested in that situa- 
tion. 

Are you for or against Mr. Slaughter? 

The President is against Mr. Slaughter. 
If he is right, the President is wrong. 

Have you conferred with James Pender- 
gast [of Kansas City] on Mr. Slaughter? 

The President has. Mr. Pendergast also 
is against Mr. Slaughter. In fact, Mr. Pen- 
dergast has indorsed Mr. Axtell in that 
race. 

Did you encourage Mr. Pendergast to 
indorse Mr. Axtell? 

Mr. Truman did. 

What are your specific reasons for op- 
posing Mr. Slaughter? 

Well, the President said, he would like 
to see someone else nominated for the 
place. In the House Rules Committee, Mr. 
Slaughter has beep opposed to everything 
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Mr. Truman has asked Congress to do, 

Are you indorsing Mr. Axtell on his 
record, or do you know him personally? 

The President said he knows Mr. Axtell 
very well, has known him all of his life ang 
has known his family. Mr. Axtell is an old 
neighbor of Mr. Truman’s. 

For our information, can you tell us hig 
first name? 

Mr. Truman said he thought it was 
Herbert. A Kansas City Star reporter cor. 
rected him to say it was Enos. 

The national campaign. Are you go. 
ing to make any speeches during the na 
tional campaign? 

The President will see how the situation 
develops. If there is need, he will make 
speeches. 

Will you make any speeches in New 
York during the campaign? 

Mr. Truman has no plans now. 

But you do plan to speak in behalf of 
the party if it is necessary? 

Yes, the President does. 

Will Mr. [Robert E.] Hannegan continue 
as National Chairman during the cam- 
paign? 

Mr. Truman said Mr. Hannegan vill. 
He has been a good Chairman and the 
President wants him to stay. There has 
been some talk of illness, but Mr. Truman 
has no intention of. naming a successor to 
Mr. Hannegan. 

Vacation. Do you have any vacation 
plans? 

No, the President does not. He probably 
will go to Missouri to be there from August 
3 to August 6. He will fly there and back. 
Mrs. Truman will go with him. 

What is your political choice in your 
home district? 

Mr. Truman favors the present Demo- 
cratic Congressman from his district, 
C. Jasper Bell. But Mr. Truman does not 
believe Mr. Bell has any opposition to 
worry about. A Kansas City Star reporter 
interjected that some people in Missoun 
think that Mr. Slaughter has no opposition 
to worry about either. 

The President’s home State impressed 
itself upon Washington in quite a different 
way during the week. In a name-changing 
operation, what had been Concord Avenue 
in Northwest Washington becaine Missouri 
Avenue. There had not been a Missouri 
Avenue in Washington for more than 15 
years. The original Missouri Avenue van- 
ished during the building operations of the 
Hoover and Roosevelt administrations. It 
was swallowed up by buildings for some of 
the federal departments whose operations 
the man from Missouri now directs. 
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WITH THE NEW 1947 


Give orders ... get action . . . gather in- 
formation . . . with the New FLEXI. 
FONE! No waiting for operator, no 
dials or buzzers. Save time, money, 
steps and nerves. Executive decisions 
are swiftly, clearly carried to the man 
you want—or you can hold a rapid 
FLEXIFONE conference with several 
men, each at his desk! Choice of several 
models with capacities up to 20 con- 
nections. No restrictions—prompt ship- 
ment. Mail coupon today and let free 
folder show you how FLEXIFONE gives 
you Wings for Your Words. 
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Pro and Con. 
of National Issues 


Outlook for Another Strike Wave 
If Living Costs Rise: Press Views 


The current lull in major strikes finds 
most of the nation’s editors looking for- 
ward apprehensively to another round of 
work stoppages when present contracts 
expire. 

Recent statements by labor leaders, the 
failure of Congress to pass restrictive legis- 
lation, and the Administration’s attitude 
toward labor are among the factors cited 
by the editors. Many regard the fate of 
the. Office of Price Administration as the 
key to the whole situation, and editors 
taking this viewpoint urge the reinstate- 
ment of price control. 

Those editors who do not expect another 
strike wave believe that there are signs 
that labor leadership is becoming more 
responsible and is beginning to adopt the 
opinion that wage increases gained through 
strikes are likely to be followed quickly 
by price increases. 

“Tt all depends on the cost of living— 
the ancient H.C.L.,” says the Johnson 
City (Tenn.) Press Chronicle (Ind.). “If 
prices skyrocket, labor experts predict 
major strikes in the latter part of this 
year and in the beginning of next year.” 

“The fate of the OPA will determine 
the amount of labor unrest we shall have 
in the months ahead,” observes the 
Youngstown Vindicator (Ind.-Dem.). “If 
prices are allowed to keep rising without 
anything to check them, wages will lose 
their purchasing power, . . . new demands 
will follow, and will be enforced, if 
necessary, by strikes.” 

But the Topeka (Kans.) Daily Capital 
(Rep.) believes it “illogical to blame re- 
moval of OPA ceilings for strikes to come.” 
This paper points out that “there were 
strikes when OPA was at the crest of its 
power,” and adds: “The truth is that there 
will be strikes and more strikes as long as 
a labor-dominated Government persists in 
giving unions what they demand and at 
the same time asks the rest of our citizens 
to bear the cost burden.” 

In more than fifty major industries, 
wage-and-hour contracts can be reopened 
with the expiration of price control, ac- 
cording to the Scranton (Pa.) Tribune 
(Ind.). “Does anyone seriously believe 
that these contracts are not going to be 
opened when the price increases come to 
fuller bloom?” the Tribune asks. 

The Pueblo (Colo.) Star Journal (Ind.) 
regards as hopeful the fact that recent 
large strikes were not followed immediately 
by a series of smaller strikes. It predicts 
that “more disputes will be settled while 
men remain at work than has been the 
case in the past.” 


“This country is not going to stand fo 
another such wave of strikes as it had 
last winter,” says the Augusta (Ga) 
Chronicle (Dem.). 

The Chicago Daily News (Ind.) hay 
conducted a survey of conditions in the 
Chicago area which, it believes, reflects 
a national trend. The survey shows: “The 
number of men idle from strikes is down, 
So are the notices of intent to strike. Ab 
senteeism is down.” And, the News adds, 
quoting a Chicago labor conciliator, “The 
spree is over.” 
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ALL OVER OR JUST A LULL? 


“We know that strikes and lockouts are 
in the offing,” counters the Piqua (Ohio) 
Daily Call (Rep.). “Nothing short of 
irresponsibility in the top levels of our 
National Government can sanction com- 
placency in the prospect . . . The cap 
italistic system has the flexibility and 
adaptability to outmode these periodic 
resorts to self-immolation.” 

By the end of this year, a flood of con- 
sumer goods will force prices down, and 
make strikes unnecessary, in the opinion 
of the Alton (Ill.) Evening Telegraph 
(Ind.) . “It will take a lot of discipline and 
self-restraint for labor to refrain at this 
time from demanding new increases,” the 
paper says, “but the upward spiral has to 
be stopped somewhere if money is going 
to retain its value.” 

“What labor needs, and what this coun 
try needs,” suggests the St. Louis Globe 
Democrat (Ind.), “is a strike truce w 
will let everyone get back to work.” 
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EATH and disaster are the high stakes 
D against which they race. Yet we take 
for granted the protection given by modern 
fire fighting equipment in more than 3200 
American communities. 

Vital seconds that may save so much are 
often measured in the dependability of the 
electrical equipment which brings these 

ee sa vehicles to life . . . the batteries, spark plugs, 
? En agi pay : ‘| complete ignition systems . . . often supplied 
{ | ; by Auto-Lite. This “taken for granted” serv- 
cant ae Oe ~ a culeed - : ice is one reason why a majority of 
eae America’s builders of cars, trucks 
and tractors specify more than 400 
Auto-Lite products as original fac- 
tory equipment. 
THE ELECTRIC AUTO-LITE COMPANY 
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NITED STATES CONSUMERS are finding 

that, in terms of what they can buy, 
their dollars are shrinking in value. Ac- 
tually, this has been going on since 1940, 
but the process had been gradual until 
recent weeks. Now the dollar’s purchasing 
power is falling so fast that every house- 
wife is aware of it. 

What is happening to the buyer’s dollar 
is shown in the Pictogram. 

In 1939, a dollar would buy 100 cents 
worth of food, clothing, shelter or other 
goods. That year is accepted as a base 
year for the dollar’s value. 

By June, 1946, just before price con- 
trols went off, a dollar was required where 
75 cents would have sufficed in 1939. The 
war had lopped a quarter off the buying 
power of the consumer’s dollar. 

By January, 1947, if price rises send 
the cost of living up another 15 per cent, 
as expected, a dollar will be worth only 
65 cents in terms of 1939 prices. 

What it means. A family that had $200 
a month after taxes in 1939 now needs 
$266 a month after taxes to live as well. 
This group will need $307 next January 
to maintain 1939 living standards. That is 
a measure of what shrinking dollar values 
mean to American families. 

Factory workers, most of whom have 
received pay raises of 15 per cent in recent 
months, are soon to find that the added 
money they are getting will put no more 
food into the family larder. This discovery 
could touch off another round of demands 
for still higher money wages. 

White-collar employes, whose salaries 
generally fail to rise as fast as the earnings 
of wage workers, are to find that the dol- 
lars in their pay checks will not go as far 
as they used to go for rent and food and 
clothing. 

Schoolteachers, pensioners, retired per- 
sons and others with relatively fixed in- 
comes are to be pinched hardest. The 
shrinking value of the dollars they receive 
will be reflected directly in a lower stand- 
ard of living. 

Farmers, on the other hand, are likely 
to find their money incomes climbing fast- 
er than prices of the things they. buy. 
Farmers’ incomes are particularly sensi- 
tive to rising prices, and they are in a 
position quickly to demand more dollars 
for the products they have to sell. And 
this year they have bumper crops. 

The mass of the people, however, are 
to find that 65-cent dollars really hurt. 
Government surveys show that 70 per 
cent of the nation’s families live on less 
than $250 a month, which means that this 
70 per cent are going to have very little 
left after meeting the rent, grocery and 
clothing bills. 
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If a Price-Control Program Is Not Restored, 
Will the Nation Experience ‘Boom’ and ‘Bust’? 


President Truman’s veto of the 
original OPA bill, which had passed 
both houses of Congress, has caused 
widespread debate among the Ameri- 
can people. Some believe that result- 
ant higher prices would end inevitably 
in a boom, to be followed by a bust 
when supply overtakes demand. Oth- 
ers argue that, without Government 
control, supply and demand would 
create a more balanced market. 

To present a cross section of public 
opinion, The United States News 
asked economists, bankers and others 
the following question: 


Without control of prices, do you 
think there will be a “‘boom” and 
“bust? 


Answers are printed herewith. 


Leonard P. Ayres 


Cleveland, Ohio; Economist; Vice President, 
Cleveland Trust Co., 


answers: 


We are already having a commercial 
boom, but not much of an industrial boom. 
In manufacturing the new break-even 
points are too high, and the productivity 
of workers is too low to produce much 
of a boom. I believe these restrictive con- 
ditions will gradually improve, but I doubt 
if we shall look back at the second half of 
1946 as being a “boom” period. If we have 
only a mild boom, the subsequent “bust” 
may be mild, but that is by no means 
assured. We cannot succeed in having 
a low-production prosperity, but the 
sort of prosperity we are having could 
be followed by an uncomfortably serious 
depression. 


Edwin G. Nourse 


Washington, D. C.; Vice President, The 
Brookings Institution; Former President, 
American Economic Association, 


answers: 


A “Yes” or “No” answer is impossible. 
Removing controls in our present scarcity 
situation imparts a strong upward tend- 
ency to prices, and business management, 
by and large, has shown little inclination 
to follow Philip Reed’s [chairman of the 
board of General Electric Co.] counsel 
to hold down “scrupulously” on prices 
“even at the expense of normal profit 
margins.” 

If prices are raised to any considerable 
extent, we may be sure of new wage de- 
mands, new agrarian demands, new with- 
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holding movements and an inflationary 
spiral—boom and bust. 

On the other hand, if producers will 
continue to supply the market in volume 
even in the face of doubt about near-term 
profits, supply-and-demand factors will 
hold prices down and damp out the infla- 
tionary fire. Similarly, consumer resist- 
ance to advancing prices, if widespread 
but discriminating, would act as a check. 
But if producers respond to buyers’ strikes 
by curtailing volume to support prices, we 
would get a “disappointing reconversion” 
now similar to, but more disastrous than, 
the “disappointing recovery of 1937.” 


Frederic E. Lee 


Urbana, Ill.; Professor of Economics, Univer- 
sity of Illinois; Former American Financial 
Trade Commissioner, American Embassy, 
London, 


answers: 


If price controls disappear I do not be- 
lieve we are in for a period of “boom” and 
“bust.” Prices in a free economy furnish a 
mechanism for determining wants of peo- 
ple as shown by their bids in the market. 
This mechanism has not been allowed to 
function under OPA and gross distortions 
in supply and demand relations have ap- 
peared. 

Free price movements will encourage 
production in fields of greatest shortages. 
Price rises in many lines may be expected, 
but, given a few months of uninterrupted 
production, greater supply and competi- 
tion will bring prices down to reasonable 
levels. Buyers’ strikes to force restoration 
of OPA merely aggravate matters. 


John Maurice Clark 


Westport, Conn.; Professor of Economics, 
Columbia University, 


answers: 


My answer is “Yes.” Without much 
doubt, we already have an inflationary 
boom with demand for rebuilding depleted 
inventories as an unstable factor likely to 
slump when expansion stops. This makes 
stabilization difficult, whatever happens 
to price control. 

Without price control or with inef- 
fective control expected to end any mo- 
ment, speculative demand would be added, 
greatly increasing our vulnerability. The 
best chance is with price control in which 
people have confidence that it will remain 
effective until supply catches up with 
demand. 

I believe even imperfect price controls 
could be of considerable help. 


(by telegraph) 


(by telegraph) 


O. Glenn Saxon 


New York, N. Y.; Chairman, Advisory Com. 
mittee, The American Economic Foundation, 


answers: 


Briefly, in the sense that you used the 
words “boom” and “bust,” I do not antici. 
pate that either will develop. Without 
doubt, we should have a prolonged period 
of high-level production with prices for the 
next year to year and a half rising above 
the OPA levels of the past six months, It 
is not likely, however, that the increase 
in the general price level will exceed the 
really effective market of the past year, 
namely, the black market. 

While individual prices may rise above 
the black-market level, the tendency with. 
out OPA would be for prices to rise above 
the arbitrary limits fixed by the Gover. 
ment for varying periods depending upon 
the condition of each particular industry, 
and then decline slowly as full production 
effects lower unit costs, as competition be- 
comes more effective, and as the most 
pressing consumer needs are supplied in 
each field. 

Progressively, the buying public will 
shift from one product to another at the 
higher price levels and then the market 
will slowly become a buyers’ market to 
meet the vast accumulated demand which 
will be effective only at lower price levels. 

If the Government wil! permit the full 
revival of production and competition on 
the domestic markets, and discourage gov- 
ernmental controls and state trading on 
foreign markets, the sharp “bust” of com- 
modity prices of the period 1926-39 should 
not occur, though commodity prices will 
tend to slowly fall as full production and 
free markets are re-established. 

The big “bust” throughout the world 
in commodity prices in the late ’20s and 
30s was primarily due to Government 
control schemes, restriction of production, 
artificial pegging of prices by governments, 
with the result that, when the price and 
production dams finally broke, the flood 
waters swept the entire economic world 
as a flood. 


Ernest Minor Patterson 


Philadelphia, Pa.; President, American 
Academy of Political and Social Science; 
Former Vice President, American Economic 
Association, 


answers: 

To your question, the answer is “Yes.” 
A mere rise in prices will not increase pro- 
duction. In many, if not in most lines, pro- 
ductive capacity is being quite fully used. 
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Under the circumstances most increases in 
selling price will be promptly matched by a 
corresponding rise in costs. Increases in 
physical volume will come in time, but not 
because prices are higher. Physical volume 
of industrial production advanced about 
61 per cent from 1921 to 1929, while whole- 
sale commodity prices remained steady. 

Removal of price controls plus the up- 
ward valuation of the Canadian dollar and 
the Swedish krona are serious for us. Add 
the estimates recently published by the 
Federal Reserve Board that the liquid as- 
sets of the bottom 40 per cent of the spend- 
ing units are only $40 each. Prices may be 
marked up and costs rise all along the line, 
but there is no large reserve to hold them 
up. Of course, no one knows how long a 
spending spree may last, but probably long 
enough to put us all on a higher price level 
with a sharp decline later. 


Lewis H. Haney 


New York, N.Y.; Professor of Economics, 
New York University; Consultant, National 
Association of Purchasing Agents; Former 
Economic Adviser, Federal Trade Commis- 
sion, 
answers: (by telegraph) 
One sure thing is that with so-called 
price control there would be a boomless 
bust. Government price fixing in peacetime 
means maladjustment and _ depression. 
Without price fixing, considerable further 
expansion in business is probable, but 
neither runaway prices nor a 1929 “boom.” 
Thus we will at least have had the use of 
our money. Probably a corrective reces- 
sion will follow. A “bust,” however, can 
be prevented by: stopping the inflating; 
Government economy; high, but fair, 
taxes; hard work; the gold standard; scien- 
tific regulation of bank credit and indus- 
trial inventories, and revision of the Wag- 
ner Act. May we not hope for these con- 
ditions? 


W. Brooke Graves 


Bryn Mawr, Pa.; Professor of Political 
Science, Bryn Mawr College, 


answers: 


Without control of prices, E do not see 
how there can be anything else but a repe- 
tition of the old “boom and bust” cycle. By 
removing price controls now, when they 
are as critically needed as at any time dur- 
ing the war, the Congress is encouraging 
the very forces that up to this time we 
have been able to control with a fair meas- 
ure of success. In thus submitting to the 
pressure of selfish interests that want price 
control for everyone else except themselves, 
the Congress is gambling with the nation’s 
future. 

It seems difficult to believe that the 
members of Congress do not know this. 
Their ignorance is inexcusable if they do 
not, while their conduct in playing politics 
with the economic stability of the nation— 
if not of the world—represents an almost 
criminal disregard of their sworn duty to 
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Spring house, over 70 years old, 
at Old Crow Distillery, where 
original limestone spring used by 
founder James Crow is still in use. 
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Another reason why better than 2 firms 
each month locate in Santa Clara County! 


Manufacturers first moved West to take advantage of decen- 
tralized production facilities. But once on the Pacific Coast, 
industry discovered a rich market, growing at a fabulous pace. 


The Department of Commerce per capita income map, repro- 
duced above, gives a graphic picture of the Western market. 
Purchasing power on the West Coast is 30.6% above national 
average. And the Western buying population represents 17% 
of the United States total . . . with the trend still sharply up- 
ward. Located at the population center of the Pacific Coast, 
Santa Clara County is in a preferred position to serve this rich 
market. Transportation by land, sea and air is unexcelled. Labor 
has shown an ability to produce. And residents here really 
LIVE, in the true sense of the word. 


New industries are arriving in Santa Clara County at the rate 
of better than two a month. Isn’t there every evidence that your 
firm should be interested in this location? 


WRITE FOR THIS FREE BOOK 


"Post War Pacific Coast" contains 36 pages of 
current information about the West and Santa 
Clara County. No cost or obligation—but write. 
on your business letterhead. 





DEPT. U, SAN JOSE CHAMBER OF COMMERCE, SAN JOSE 23, CALIFORNIA 


SANTA CLARA 











COUNTY Gpoerz 


The population center of the Pacific Coast 
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the nation if they do. In either case, the 
public takes it “on the chin.” 


Roy L. Garis 


Los Angeles, Cal.; Professor of Economics, 
University of Southern California, 


answers: 

Price controls alone cannot, and will not, 
prevent depression. Constructive progress 
in adjusting supply to demand is being 
made without price ceilings. The Federg] 
Trade Commission can, and should, pre. 
vent unfair practices. Except for a short 
period of adjustment during the next 69 
days, the country will be better off with. 
out price controls. To try to re-establish 
such controls now will make the solution 
of our problems of supply and demand 
more difficult in the long run. Argument 
pro and con concerning price controls 
should be based on other grounds than 
beneficial or adverse effects on the busi- 
ness cycle. Without co-ordinated wage, 
credit, and tax programs, a policy of*price 
control in itself is not sufficiently inclusive, 


(by telegraph) 


Wilbur P. Calhoun 


Cincinnati, Ohio; Professor of Finance, Uni- 
versity of Cincinnati, 


answers: 


I believe the removal of price controls, 
with the exception of a revised program 
for rents, would be a constructive meas- 
ure. We probably will have a “boom and 
bust.” Its nature and severity will depend 
upon what is done in regard to profligate 
public spending, and the unsound policies 
we are now following in such fields as 
taxation, wages and labor problems, and 
credit control. During the postwar period, 
seemingly, price control and subsidies have 
been an attempted means to conceal from 
the public the evil results of such policies. 
They have added to the maladjustments 
in our economic system. 

We should deal with fundamental causes 
of growing maladjustment. 


Hudson B. Hastings 


New Haven, Conn.; Professor of Economics 
and Former Professor of Industrial Admin- 
istration, Yale University; Member, Eco- 
nomists’ National Committee on Monetary 
Policy, 


answers: 

If direct price and wage control is now 
removed and if widespread labor difficulties 
or other developments which destroy busi- 
ness confidence do not arise, there will be a 
major price and activity boom and later 
a major bust. 

Price and wage controls are thoroughly 
unsound in the long run, but a carefully 
drawn and well-administered system of 
price and wage control should be in force 
until the huge surplus of money in circula- 
tion is largely removed. 
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Continental Distilling Corporation 
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Before 1864 all trains ran on rails of iron. America 
didn’t even make steel rail. But the Pennsylvania 
Railroad, ever looking for better things, ordered 
400 tons of steel from England (at $150 a ton) and 
had it laboriously hammered into rail. Steel proved 
twice as strong and wore four times as long. Then 
and there—the American steel industry was born. 


Twenty years later the steel rail was still the steel 
business. But by 1929, when three times as much 
steel rail went through the rolls as in 1880, steel rail 
was only 5 per cent of the steel business. Sky- 
scrapers, trains, automobiles, safes, pipe, mouse- 
traps, beds, watches, stoves, refrigerators, hand- 
cuffs, wire, nails, fence posts, filing cabinets, office 
desks, ships, pen points, safety pins—so many 
things, steel / 


HOW PENNSYLVANIA RAILROAD RAIL HAS INCREASED 
IN SIZE AND STRENGTH OVER THE YEARS 


1887 1908 


zit 


56 pounds 56 pounds 60 pounds 
(iron) (steel) per yard 
per yard per yard 


100 pounds 
per yard 


85 pounds 
per yard 


SS 


130 pounds 


Better yet, when America went to war it had the 
overwhelming advantage of a steel output greater 
than all other countries combined. That assured vic- 
tory, saved American lives. 


In peace and war, from that first steel rail to the 
present day, the Pennsylvania Railroad and steel 
have worked closely together. Most steel plants are 
on lines of the Pennsylvania. A large part of its 
operation is hauling raw materials for the making 
of steel and carrying the finished product away—all 
done for /ess than a cent a ton per mile. Moreover, it 
serves steel with steel—every car, every locomotive, 
every rail, every large terminal, every signal . . . steel! 


Today, as steel prepares to turn out a torrent of 
new products from new alloys, the Pennsylvania 
Railroad wishes it well—an old friend, with an 
even greater future. 


Today the Pennsylvania 
Railroad uses the heaviest 
rail in the country and has 
made many improvements 
in its construction. Alto- 
gether there are more than 
5,000,000 tons of steel rail 
in the Pennsylvania road- 
bed. If every rail had to be 
replaced, it would take all 
the steel mills rolling rail a 
year and a half to produce 
the necessary quantity. 


1916 


152 pounds 


per yard per yard 


PENNSYLVANIA RAILROAD 


ONE HUNDRED YEARS OF TRANSPORTATION PROGRESS 





iw 105,000 zs unusual mileage, Mr. Fones, 
even for Seiberling tires. Things have 
changed a lot since you bought your pre- 
war Seiberling tires and we've learned a lot 
in the iast few years, so even Seiberling 
“know-how” has improved. But one thing has not 
changed, and that is that Seiberling builds better tires. 


Even now, Mr. Fones, the demand for the outstanding 
performance of Seiberling is exceeding supply. Yet we 
have not cheapened and will not cheapen Seiberling 
tires in order to make and sell more of them. In com- 
pounding raw materials, in building the tire itself and 
in careful inspection at every step—we do and always will 
take time to build real Seiberling quality into every tire. 
The Seiberling tire you buy today wll give you extra 
quality, extra miles, because it bas to be BETTER to 
be a Serberling. 


That’s a promise, Mr. Fones! 


SEIBERLING RUBBER COMPANY Tae SEIBERLING 


KUBBER IMVPANT 


Akron, Ohio, U.S. A. * Toronto, Ont., Canada 
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STRATEGY OF FEWER STRIKES 


Mr. Green‘s Emphasis on Output as Means of Staving Off Inflation 


Plans to delay walkouts 
in auto industry until 
late 1946 or early 1947 


A new line of strategy now is being laid 
down by the CIO and AFL to deal with 
the problems resulting from rising prices 
and from an approaching election. This 
strategy represents a sharp break with the 
past. 

Strikes in big industries are not now to 
be promoted to gain new wage increases 
as an offset to the price increases that 
have followed the OPA end. The CIO de- 
cision is to put off big strikes until after 
the November election, when the situation 
will be reviewed again. The AFL leader- 
ship, except for John L. Lewis, has riot 
been so strike minded as the CIO. 

Buyers’ strikes will be promoted in 
place of strikes in plants. The buyers’ 
strike movement is looked upon as an out- 
let for worker resentment that may grow 
from living-cost increases. The idea is that 
the resentment can be taken out against 
merchants, rather than against employers, 
and can make easier the problem of delay- 
ing regular strikes until later. Again, the 
AFL is not taking so active a role in this 
line of strategy, although it urges “discre- 
tion in buying.” 

Production is to be stressed as a means 
of combating inflation. Here, AFL’s Presi- 
dent William Green is taking the lead 
with recommendations to workers that 
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represent a revolution in  union-leader 
thought. Mr. Green is telling workers that 
the only way they can stave off inflation, 
and thereby avoid trouble for themselves, 
is to increase production “in every possi- 
ble way.” He urges them to increase their 
efficiency and to turn out more goods per 
hour. If this advice had been given, and 
taken, by union leaders generally, or by 
public officials, in the months immediate- 
ly after war ended, there would have been 
no wave of strikes and people would be 
enjoying very many more goods. Mr. 
Green now asks AFL workers to main- 
tain “iron discipline” in order to keep 
strikes from reducing production. 

A labor-management conference to 
seek a national agreement on wage in- 
creases is proposed by the CIO as another 
means of quieting strike talk. It is unlike- 
ly that such a meeting, if held, would agree 
on wage boosts. 

Political power is to be used by CIO 
leadership to try to defeat members of 
Congress who voted for an end to OPA 
and who voted for the Case bill to provide 
some check on the use of the strike power 
of unions. CIO leaders are watching elec- 
tions with more direct interest than are 
AFL leaders. Decision to try to avoid 
strikes of major proportions between now 
and election time is based openly on a con- 
clusion that strikes will have a bad influ- 
ence—from a labor-leader point of view— 
on the November elections, and thereby 
on the make-up of the next Congress. 
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ONE OF THE FIRST BUYERS’ STRIKES 


. workers found a new outlet 
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Strike Notices Filed: 
Labor-Dispute Trends 
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Effect of the changed attitude toward 
strikes is apparent in the strike trend. 

Strike notices filed with the Labor De- 
partment, as shown in the accompanying 
chart, reached a new low for the year in 
recent days. The trend in those notices 
has been generally downward during the 
last few weeks. 

Small strikes in the automobile indus- 
try, as reported by General Motors, like- 
wise have been declining in number and 
reached a new low of 52 for the latest 
week. The number of those strikes had 
been running at around 130. 

A strike in the automobile industry is 
being discussed in postelection rather than 
pre-election terms. CIO leadership is 
agreed that the first strike, when and if 
it comes, is likely to be directed at Chrys- 
ler Corp. and that the timing may be late 
1946 or early 1947. 

Rising prices, experience shows, tend 
to generate pressure for strikes on the part 
of workers who find that their costs of 
living are rising. Whether or not there is 
to be another wave of strikes after the 
1946 election is expected to depend upon 
the extent of the rise that occurs in the 
cost of food and clothing during the next 
few months. If that rise is sharp, then 
strike demands will recur in a big way. 
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New Air-Speed 


SAW-FILE 


Cuts TIME Cuts COSTS 
Cuts PERFECTLY 
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Simplify difficult sawing or filing jobs! 


Dependable pneumatic power saw and file— 
Perfectly balanced—Weight: 3% pounds— 
Operating speed and cutting stroke easily 
adjustable—For key hole, dead-end and 
scroll cutting in plastics, iron, steel, alumi- 
num, copper, brass, wood, hard fibre and 
other materials—File can be inserted in chuck 
for all filing operations—Only two moving 
parts guarantee long life—Fully warranted 
—Retails for $39.50—Immediate deliveries. 


Complete Literature Available 


Dealers! Write today for circulars and trade 


discounts. Dept. U. S.-7 
TOOL COMPANY 
1500 W. SLAUSON AVENUE 
LOS ANGELES 44 CALIFORNIA 
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_ It’s the original Durham-Duplex hollow- 








| MEW/MEET THE RAZOR 


with the 


HE-MAN BLADE / 


No matter if your chin sprouts baling 
wire, here’s the blade that will conquer it. 


ground double-thick blade that holds an 
edge against all odds. Try it. You'll like 
the Dorset’s excellent balance, too, and its 
generously wide shaving edge. Get one 
today. The Dorset with 6 blades, 75¢, or 
the Durham barber-type 6 blades, $1.00. 
Durham blades to fiteither razor, 5 for 50¢. 


DURHAM-ENDERS RAZOR CORP., DEPT. 6, MYSTIC, CONN 
A2 
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Labor Disputes That Persist 
Despite Lull in Big Walkouts 


Strikes are continuing to hamper pro- 
duction in some areas, and other walkouts 
can be expected in isolated industries 
despite the efforts of top labor leaders to 
head off a new nation-wide wage crisis in 
the basic manufacturing fields. 

The strike picture, industry by indus- 
try, is as follows: 

Meat packing. Demands of the CIO 
Packinghouse Workers for a guaranteed 
annual wage, a minimum wage of $1 an 
hour and a cost-of-living bonus have been 
made on the “big four” meat companies. 
Negotiations this week with Swift & Co. 
opened a series of conferences on the 
union’s contracts, which expire August 12. 
In view of the CIO policy that opposes a 
second round of wage increases for the 
present, the Packinghouse union is ex- 
pected to emphasize the minimum-rate 
increase and the annual-wage plan rather 
than any general wage boost. The CIO 
policy was adopted after the union filed 
its demands. 

Shipping. A strike of 1,000 West Coast 
dock foremen affiliated with the CIO 
Longshoremen’s Union is scheduled for 
August 1. This walkout would stop ship- 
ping in most Pacific Coast ports because 
other CIO dock workers and sailors would 
refuse to go through picket lines. The 
union is seeking a contract and wage in- 
creases. The employers say they are wait- 
ing for the National Labor Relations 
Board to decide whether the CIO has the 
bargaining rights for the dock bosses. 

On the East Coast, AFL picket lines 
were withdrawn from the docks pending a 
decision by a federal investigating panel 
in a jurisdictional dispute with the CIO. 
The dispute started when West Coast CIO 
Longshoremen refused to load two ships 
at Coos Bay, Oreg., because they were 
manned entirely by AFL crews. The CIO 
argued that its contracts entitled it to 
some of the crew jobs. The AFL Seamen 
retaliated by stopping ships in Eastern 
ports, where they have more strength. 
This is another phase of the growing 
struggle between AFL and CIO maritime 
unions. 

Farm equipment. Strikes that have been 
in progress for over four months in plants 
of the Allis-Chalmers and J. I. Case com- 
panies continued to hamper production 
last week in the farm-equipment industry. 
A CIO threat to call sympathy strikes 
in other plants of the industry if the 
Government did not end the deadlock by 
July 31 was designed to back up Labor 
Department demands for seizure of the 
plants that are on strike. Other agencies 
of the Government, including the Agri- 
culture Department, have opposed seizure. 


The CIO also offered to call off the Allis. 
Chalmers strikes, involving seven plants, 
if the company would reinstate the old 
contracts including War Labor Board 4j- 
rectives, would arbitrate other issues and 
grant a retroactive wage increase. The 
company has declined in the past to ae. 
cept the WLB orders on such issues as 
maintenance of membership. 

With strikes such as the above, along 
with walkouts in many parts plants, the 

















ny BS 


Ma —— Ih aie Or} 
x ess ee 
se 

“MOLA\ ips, 


21 DAME GARNI, 











WANTA CHASE Me 
YN some. more 





CONTROL YOURSELF, BOWSER 


nation’s industries still had their labor 
troubles even though there were no coun- 
try-wide strikes. 


New Wage Demands 
Of Union Printers 


A proposal for a 96 per cent increase in 
straight-time hourly rates, which has just 
been filed by the Washington printers’ 
union, is an example of the high collective- 
bargaining demands which unions some- 
times make under closed-shop contracts. 

The demands, which were filed by the 
Columbia Typographical Union with the 
commercial printing establishments of 
Washington, include the following: 

For day-shift work, an increase in hour- 
ly rates from $1.53 to $3, or 96 per cent. 
Weekly pay would be raised from $57.35 
for a 3744-hour, five-day week to $105 for 
a 35-hour, five-day week. 

For night-shift work, an increase from 
$1.66 to $3.30, or over 98 per cent. The 
weekly pay would be raised from $62.22 to 
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Through Passenger Service 
Desiqned to Meet 


INDUSTRYS NEEDS (iii 






UNION 
PACIFIC 


Here is a new passenger train service ideal for industrial executives making 
business trips between the East and West Coasts. This no-extra-fare service 
is 10 to 18 hours faster than previous service between Chicago - St. Louis and 


the West Coast terminals. 





Between 


NEW YORK-WASHINGTON, D. C. 
and LOS ANGELES-SAN FRANCISCO 


From New York .. . through sleeping-cars 
depart on the New York Central and the 
Pennsylvania railroads. On arrival at Chi- 
cago they are carried through to Los 
Angeles on the Transcon; to San Francisco 
on the, Overland. 


From Washington, D.C... . through sleep- 
ing-cars departing on the Pennsylvania are 
carried through from Chicago to Los An- 
geles on the Transcon — to San Francisco 
on the Pacific. Departing on the Baltimore 
and Ohio, sleeping-cars are carried through 
to San Francisco on the Pacific. 


Similar service available eastbound from 
Los Angeles and San Francisco. No change 
of cars enroute in either direction. 
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Between 


ST. LOUIS-KANSAS CITY-DENVER 
and PACIFIC COAST 


Departing from St. Louis on the new 
Streamliner “CITY OF ST. LOUIS” 
through sleeping-cars are routed to Port- 
land-San Francisco and Los Angeles (via 
Kansas City-Denver) with no change of 
cars enroute. Similar Service is available 
eastbound from the West Coast. 


For complete information regarding sched- 
ules, accommodations and other passenger 
service to or from the Union Pacific West, 
inquire at your local ticket office. 





TO VACATIONISTS ... Union Pacific serves 
more western scenic regions than any other 
railroad. These include California, Pacific 
Northwest, Colorado, Yellowstone and the 
National Parks of Southern Utah-Arizona. 
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Man about to land a fish... 


He’ll be whipping a swift trout stream just a few hours from now. That’s 


why he’s here tonight—to clean up all his work before a long weekend. 

How can he dictate so late . . . alone? He uses Dictaphone Electronic 
Dictation! He can talk his work away—early, late, or through the lunch 
hour, without being dependent on his secretary. 


What’s more, he can relax ... dictate in an easy conversational 
voice. The new close-talking electronic microphone records even a 
whisper, yet filters out all interfering sounds. 


Freed from note-taking, his secretary is able to do her other work 
better and protect him from interruptions. And she doesn’t know what 
“overtime” means! 


Both of them find that Dictaphone Electronic Dictation doubles 
their ability to get things done! 


Like to see the new Dictaphone electronic equipment? Your nearest 
Dictaphone representative will gladly show you models for cabinet, 
stand or desk-top use. Consult the phone book or write for descriptive 
literature. Dictaphone Corporation, Dept. K72, 420 Lexington Avenue, 
New York 17, N. Y. In Canada: Dictaphone Corporation Ltd., 86 
Richmond St. W., Toronto 2, Ont. 


: : 
DICTAPHONE CAez20nee Direction 


The word DICTAPHONE is the registered trade-mark: of Dictaphone Corporation, makers of 
Electronic and Acoustic dictating machines and other sound recording and reproducing 
equipment bearing said trade-mark. 
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$115.50, with the same reduction in hours 
as on the day shift. 

For midnight-shift work, an increase 
from $1.75 to $3.85 an hour, or about 119 
per cent. Weekly pay would rise from 
$63.75 for a 3714-hour week to $115.50 for 
a 30-hour, five-day week. 

Double-time rates, or $6 an hour for 
day work, would be paid for all overtime, 
The old contract calls for time and one 
half for the first four hours of overtime 
and double time thereafter. 

Triple-time rates for Sunday and holi- 
day work, instead of double time under the 
old contract. 

Vacations at double-time rates for three 
weeks for employes with a year’s service, 
The old agreement provided for one week’s 
vacation for one year’s service and two 
weeks for five years’ service. 

Severance benefits amounting to two 
weeks’ pay, plus one week for each six 
months of continuous employment, with 
no top limit. The existing plan calls for 
two weeks’ pay after a year or more of 
employment. 

Paid sick leave up to 30 days a year for 
employes with a year or more of service, 
Sick leave would accumulate from year to 
year so that an employe might have up to 
a maximum of 90 days’ sick leave a year, 
with pay. 

The Chicago printing union is expected 
to file similar demands in that city. Other 
locals of the International Typographical 
Union may copy the demands in other 
large cities, but the union permits each 
local to fix its own demands. 
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Shortage of Labor 
If Production Rises? 


A shortage of labor by October or No- 
vember of this year now is being predicted 
by some Government economists. Such a 
development, if it occurs, would add one 
more pressure tending to force wage rates 
upward, and would increase the likelihood 
of strikes. _ 

Expanded employment is planned by 
a number of industries as soon as current 
material shortages can be overcome. A sur- 
vey made by the United States Employ- 
ment Service gives this picture of the em- 
ployment outlook for major industries: 

Autos. An increase of 100,000 employes 
by October is predicted. Material shortages 
and parts-plant strikes are expected to con- 
tinue to retard output for several months. 

Aircraft. About 11,000 new employes are 
to be hired by November, which is an in- 
crease of 5 per cent over the May employ- 
ment level. 

Aluminum. Employment will be expand- 
ed by about 6,700 by November. After 
sharp curtailment of oulput at the end of 
the war, this industry began to increase 
employment late last autumn. 
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Food processing. Employment in this 
nal industry now amounts to 300,000 
gorkers and will rise to 400,000 in August 
and 437,000 in September. 
Large increases in employment also are 
redicted for the construction industry and 
in retail stores. The Civilian Production 
Administration, headed by John D. Small, 
is one agency which predicts that a man- 
wer shortage is due this autumn. A Cen- 
jus Bureau report of 56,749,000 persons 
employed during June adds weight to the 
predictions, since the total is approaching 
the level of the civilian working force. 
The man-power shortage, if it comes, may 
be limited at first to a few areas and in- 
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—Acme 
CPA‘S SMALL 
».. another pressure added? 


dustries, but such a shortage is bound to 
have its effect on the general level of 


wages. 


Delay in the Return 
of Soft-Coal Mines 


The Government apparently intends to 
retain control of the soft-coal industry for 
a considerable length of time. This was 
indicated last week when the federal ad- 
ministrator of the mines abandoned efforts 
to work out a compromise with the coal 
operators and the United Mine Workers 
aver foremen’s unions. The administrator 
signed a contract with the UMW covering 
foremen of four mines of the Jones & 
Laughlin Steel Corp. 

This contract may provide an opportu- 
tity for a circuit court of appeals test of 
the foremen’s union issue, since the com- 
pany had requested a temporary injunc- 
tion prohibiting the signing of such an 
agreement a few hours prior to the Gov- 
emment’s action. 








YOUR SCRUBBING MACHINE 
CAN DO MORE! 


—when teamed with a cleanser designed for the greater speed 
of mechanical scrubbing. The machine that is supplied with a 
cleanser whose chemical action keeps pace with the speed of 
the machine produces clean floors faster. This cuts operating 
“time of the machine, which in turn reduces labor costs and 
saves on brushes. Mileage is not piled up needlessly on the. 
machine, brushes are not worn out prematurely, as when a 
slow-acting cleanser is used. 


All Finnell Cleaning Powders are specially compounded for 
machine-scrubbing. They not only have the necessary speed, 
but they’re thoroughly safe— won't harm your floors or your 
machine. There are six cleaning powders in the Finnell line, 
including Setol, the mineral oil solvent for use on mill and 
factory floors. Setol emulsifies grimy oil and grease instantane- 
ously. All Finnell Powders are produced in Finnell’s own 
powder mill. Each is a product of proven quality reflecting 
Finnell’s four decades of specialized experience. 


e bal 
For literature or consultat 


‘ of e or write nearest Finnell branch or Finnell 
System, Inc., 3707 Eag ., Elkh#et, Ind. Canadian Office: Ottawa, Ont. 


SETOL 
cleans faster 


| SETOL 
\_ ner OIL SOLVENT 


FINNELL SYSTEM, INC. \ 
Pioneers and Specialists in 


FLOOR-MAINTENANCE EQUIPMENT AND SUPPLIES CITIES 









PRINCIPAL 


Arguments over price control obscure 
the fact that the Government still pos- 
sesses other wartime controls over busi- 
ness and does not hesitate to use them. 
Thus, the public suddenly learned that 
inventories can be controlled when the 
Civilian Production Administration lim- 
ited manufacturers’ supplies of some 18 
items. That was only one of a number 
of war powers that still can be used. 

Actually, if price control should be 
weakened or entirely removed by Con- 
gress, the Administration still would have 
authority to ration goods, to allocate scarce 
materials to factories, or even to seize 
raw materials and food. Manufacturers 
also can be told what to make and how 
much. Industries still can be seized. Credit 
still is regulated, and the Government 
even now is tightening restrictions on the 
volume of exports. 

An explanation of how inventory con- 
trols will work, and an up-to-date report 
of other wartime business regulations thus 
become timely. Questions about this au- 
thority promise to increase in the months 
immediately ahead. 


Who is affected by the latest inven- 
tory-control order? 

The order applies to manufacturers of 18 
types of scarce goods, including metal beds 
and furniture, washing machines, refrig- 
erators, electrical appliances, photographic 
equipment, electric stoves, sewing ma- 
chines and vacuum cleaners. 


How is their status changed? 

Their inventories of the finished products 
they make cannot exceed their preceding 
30 days’ output of those products, or the 
average monthly output in the three pre- 
ceding calendar months. If, on July 18, 
1946, a manufacturer of these products 
had on hand more than the permitted 
amount, he must reduce it to the permitted 
amount by August 15, either through in- 
creased sales or lowered output. Provision 
is made for seasonal changes in produc- 
tion rates. 


Is this the first time such control has 
been used? 

No. In May 1946, CPA issued a similar or- 

der to prevent clothing manufacturers 

from hoarding their output of suits, 

dresses, hosiery and other clothing. 


Are inventories of automobiles and 
radios controlled also? 

The new order does not mention manu- 
facturers of automobiles and radios. CPA 
may at any time extend such controls to 
apply to manufacturers of any products 
that are not being moved to market at a 
pace in line with actual production. 
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Weve Been Liskeels 
WHAT WAR CONTROLS OVER BUSINESS REMAIN 


What about inventories held by 

wholesalers and retailers? — 
The larger distributors of many scarce 
commodities have operated under inven- 
tory-control orders for several years now, 
and the original orders still are in effect. 
In general, these orders limit distributor 
stocks to the same amount of goods they 
held in past operations. 


Where does the Government get the 

power to control inventories? 
This authority flows out of the general 
rationing power granted to the Govern- 
ment by the Second War Powers Act. This 
law has just been extended to March 81, 
1947, but allocation powers relating to 
building materials were extended to June 
30, 1947, 


How does rationing operate today? 
At the manufacturing level, rationing is 
used in many different ways. All supplies 
of antimony, lead, tin and certain chemi- 
cals and textiles are allocated to essential 
users, Supplies of many scarce raw ma- 
terials, such as copper, lead, zine, are lim- 
ited by inventory controls to the amounts 
required to keep producers going for a 
certain number of days, thus spreading 
the available supplies around. 


At the consumer level, sugar is the only 
commodity still rationed now. 


Where are priorities used now? 

The general priority system authorized by 
the Second War Powers Act is applied now 
to steel mills, for example, to get steel for 
manufacturers of farming and mining ma- 
chinery. Fabric manufacturers still must 
set aside a percentage of their output for 
manufacturers of lower-priced clothing. 
Another set of priorities, established by the 
Veterans’ Emergency Housing Act, applies 
to 18 building materials and 60 per cent 
of the output of bathtubs, kitchen sinks 
and plumbing fixtures. 


Can the Government still tell a manu- 

facturer how to make his product? 
Yes, if he uses a scarce” material that is 
under Government control. Thus, gasoline 
manufacturers may not use more than a 
certain amount of lead chemicals or ethyl 
fluid in their product. Manufacturers of 
women’s clothing may not make the skirts 
longer or wider than CPA orders allow. 
Use of natural rubber is closely limited. 


How is requisitioning power used to- 
day? 

Mostly to obtain food supplies, for foreign 

relief or use of the Army and Navy. For a 

while, farmers were forced to sell half their 

wheat as it arrived at elevators, and the 


storage operators had to sell half the» 
holdings to the Government, The wheat. 
requisition order and compulsory set-asides 
on meat and lard have been reduced ty 


zero recently, but the authority to require # 


such actions is available until June 9, 
1947. Set-aside orders still are in effect oy 
dairy products, rice and canned fish, 


Is there a time limit on the Gover. 
ment’s power to seize factories or 
mines? 

Yes, the War Labor Disputes Act will ex. 

pire six months after the war is officially 

ended. 


Where do wage controls stand now? 
As long as price-control legislation is of 
the books, there are no federal controls on 
wages beyond the peacetime minimum 
wage law. 


How strict is the control on foreign 
trade? 

Foreign sales of nearly all commodities are 
permitted only after an export license is 
obtained from the Office of International 
Trade in the Department of Commerce, 
Because of U.S. scarcities, CPA sets limits 
on exports of autos, trucks, tractors, tires, 
lumber, lead, cotton textiles, fertilizer, cer- 
tain chemicals, storage batteries, mining 
equipment and many other articles. CPA 
now has ready an order putting all com- 
modities under export controls, to guard 
against a flood of goods to foreign buyers 
if price controls end. 


-What subsidies are paid at this time? 

Many of the more familiar subsidies on 
meat, butter, and other foods died with 
the old Price Control Act. But the Vet- 
erans’ Emergency Housing Act provides 
subsidies on building materials. Another 
type of subsidy—price supports—also 
must be paid on farm products when need- 
ed any time within two years after the 
January 1 following the official end of the 
war. 


Do any wartime rules still affect in- 
dividuals directly? 

Yes. Every man between 19 and 46 must 
carry a draft card or face arrest. About 
150,000 men 19 through 29 years old prob- 
ably are to be drafted into service before 
the draft machinery is abolished next 
March. Shoppers run into federal controls 
when they ask for credit, because the Fed- 
eral Reserve Board is still enforcing a regu- 
lation limiting charge accounts and install- 
ment buying. But the majority of controls 
that touch on people’s personal lives have 
been - suspended. Since August, 1945, 
emergency orders have been reduced from 
about 4,000 to fewer than 300. 
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(This article represents the result of an 
extensive research on a topic of out- 
. standing importance in National Affairs.) 


‘WHERE THE TAX MONEY WILL GO: 


CAUSES OF BIG PEACETIME BUDGET 


Prospect Defense Will Cost 17 Billions in ‘47, 8 Billions in Future 


Higher veteran and interest 
expenses. Income levies as 
chief source of revenue 


A taxpayer is unable to find much that 
is comforting when he looks to see where 
his money goes in the Federal Govern- 
ment’s budget. That budget for a first 
postwar year, to be offered soon, will be a 
far different sort of budget from the one 
taxpayers worried so much about back in 
New Deal days. 

Outgo, for example, will range between 
$37,000,000,000 and $40,000,000,000 with 
no war going on. Not many years ago, 

ple were excited when the outgo was 
$9,000,000,000. There no longer is the 
slightest chance that outgo can get back 
to the prewar level or even near that 
level. The official hope now is that some- 
day the country can enjoy a budget as low 
as $25,000,000,000. 

Income in this year, largely from taxes 
against personal and corporation income, 
will exceed $38,000,000,000. Before the 
war, taxpayers felt that they were being 
squeezed unmercifully when Government 
income was “*.900,000,000 a year. 

More cash dollars are going to be poured 
into the U. S. Treasury in this year than 
are paid out in cash. This balance of the 
cash budget will come at a level around 
$37,000,000,000. On a bookkeeping basis, 
however, outgo may slightly exceed in- 
come in this year’s Budget Bureau forecast, 
with officials tending to overestimate rather 
than underestimate the number of dollars 
that will be spent. 

Where the money goes is the point 
of greatest interest to taxpayers. War has 
brought a great and permanent change 
in the character of spending, one that has 
long-range meaning to the man who pays 
the taxes. Details are shown in the table 
on this page. 

National defense, even in peacetime, 
is to remain the greatest single cost of 
Government. In this peacetime year, that 
cost will be at least $17,000,000,000. The 
official budget, to be announced shortly 
by Acting Director Paul H. Appleby, is 
likely to set it down for $18,000,000,000. 
Plans now call for a permanent Army of 
800,000 men and a permanent Navy of 
550,000. Few expect that the cost of this 
force in the foreseeable future will be lower 
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than $8,000,000,000 a year. The entire 
Government in a New Deal year cost 
barely that much. 

Veteran expenses, also, are very large 
and continuing. In this year, not counting 
terminal leave, cost of various veteran- 
administration activities will amount to 
nearly $5,000,000,000 at the least. The 
official budget, which might be a bit 
padded, will show about $6,000,000,000 of 
outgo for this purpose. Before the war, 
the comparable cost was $557,000,000. 
None of these figures covers a bonus which 
has been promised to veterans. 

Interest charges on the public debt 
represent the next big item that is perma- 
nently expanded. They will amount in this 
year to approximately $5,000,000,000, or 
about five times the level of prewar. These 
charges will tend to grow as more of the 
debt is financed on a long-term basis in- 
stead of on the short-term basis that now 
permits very low interest payment on a 
large proportion of the debt. 

International finance is a wholly new 
category on the expenditure side of the 
federal budget. In this year, the outgo 
figure in this category will be between 


out during the year. It is presumed, too, 
that much, if not all, of these loaned dol- 
lars will be paid back. That is why this 
item in the budget tends to present a 
slightly distorted picture, and why the 
budget, on a cash basis, will be better 


than balanced. 


Relief for unemployed is not included 
in the budget for this year, whereas relief 
cost more than $2,500,000,000 back in 
1939. That expenditure caused deep worry 
among the people of U.S. only a few 
years ago. Now it is a figure that would 
scarcely draw the attention of budget 
makers, who worry about’ much bigger 


figures for other things. 


net officers, 


a change in the budget. 


Regular departments of Government, 
the departments usually headed by Cabi- 
but excluding Army, 
and Agriculture, will cost little more than 
$1,000,000,000 in this year. When Con- 
gressmen and others talk about economy 
as a means of balancing the budget, they 
usually refer to reductions in the cost of 
operating regular departments. These de- 
partments, as the figure shows, could be 
wiped out and still not cause much of 


Aids to agriculture in this period of | 
record farm prosperity will cost about | 


Navy 





$3,000,000,000 and $3,600,000,000. Of 
course, not all of that money will be paid 
(Millions of dollars) 
Gross REcEIPtTs 1939 
Income taxes $2,189 
Excise and other taxes 2,232 
Employment taxes 740 
Other revenue 507 
Total 5,668 
Deduct old-age appropriations 503 
Net receipts 5,165 
EXPENSES 
War and defense 1,206 
Interest 941 
Refunds 66 
Veterans’ administration 557 
Direct aid to farmers 1,228 
Government corporation aid to farmers 137 
Social Security and retirement funds 529 
Public works and relief 3,587 
International finance — 
Regular departments 517 
Other expenses 276 
Total, nonwar 7,838 
Total expenditures 9,043 
* Excess of credits; deduct. 





FISCAL YEARS 


1945 


$35,173 
6,949 
1,780 
3,838 
47,740 
1,283 
46,457 


90,501 
3,617 
1,707 
2,060 

763 
468 
1,012 
335 





788 
1,219* 
9,531 

100,032 


1946 


$30,885 
7,725 
1,701 
3,928 
44,259 
1,201 
43,038 


48,870 
4,722 
3,027 
4,253 

981 
1,051* 
1,164 

427 

833 

862 

116* 

15,102 

63,972 


How the Federal Budget May Be Balanced 


(Est.) 1947 


$26,311 
7,703 
2,012 
3,715 
39,741 
1,500 
38,241 


17,000 
4,900 
1,500 
4,930 


20,141 
37,141 
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> A VAST POOL OF SPENDABLE DOLLARS 
. REACHED THROUGH A SINGLE NEWSPAPER 


= WITH Stedled Mtaw Cacildline | 
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LOS ANGELES OFFICE: 606 South Hill Street 
DETROIT OFFICE: 407 Free Press Bldg. 
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¢For the information of advertisers a recent independent 
survey was made among regular readers of the Chicago 
Daily News. It was a valid cross-section, house-to-house 
sampling which revealed Daily News family incomes to be 


distributed into the following groups: 


Over $7,499, 10.8% .. . $5,000-$7,499, 13.9% ... 
$3,000-$4,999, 39.6% ... $2,000-$2,999, 23.3% ... 
Below $2,000, 12.4% 


¢ These figures tell the story and prove the. value of the 
selected mass circulation which distinguishes the Chicago 
Daily News. It is selected mass circulation introducing the 
advertiser and his products to a vast pool of spendable 


dollars. 


¢ The Chicago Daily News is Chicago's HOME newspaper. 
And, as many a business executive has found out, it is only 
by using the Daily News that any advertiser can expect 
MAXIMUM returns from this great Midwest metropolitan 


market! 


CHICAGO DAILY NEWS 


For 70 Years Chicago's HOME Newspaper 
JOHN S. KNIGHT, Publisher 


DAILY NEWS PLAZA: 400 West Madison Street, CHICAGO 


NEW YORK OFFICE: 9 Rockefeller Plaza, 
SAN FRANCISCO OFFICE: Hobart Building 








Special Report 4 


$1,500,000,000. Nearly $900,000,000 of that 
amount is to involve a replenishment of 
capital for the Commodity Credit Corp, 
which financed several farm subsidies, 

Those are the big categories of outgo in 
which taxpayers have an interest. 

Where the money comes from to pay 
these immense bills likewise is a matter 
of importance. It requires between $38. 
000,000,000 and $40,000,000,000 to balance 
the bookkeeping budget and around $35,. 
000,000,000 to balance a budget of cash 
income and cash outgo. 

Income taxes paid by individuals and 
corporations must provide the bulk of these 
dollars. Those taxes yielded around $2,200. 
000,000 back before the war when tax. 
payers were most disturbed about the tax 
burden. In this year, however, income taxes 
will provide more than $26,000,000,000, or 
10 times the prewar amount. There can be 
little hope for a substantial cut in those 


_ taxes so long as outgo continues as high 


as it is to be in this year. 

Excises and- miscellaneous internal reve- 
nue taxes are to yield about $7,700,000,000 
in this year, whereas they produced $2,239, 
000,000 before the war. This is the second 
largest source of revenue, and it is un- 
likely to be reduced substantially so long 
as spending stays as high as it is. 

Other taxes, together with customs re 
ceipts and with some deductions for old- 
age insurance, add about $4,500,000,000 
to the total of receipts. 

Enough dollars are coming in from these 
sources to cover the actual cash dollars 
paid out by the Treasury and to leave 
some over. There may even be enough 
dollars, or nearly enough dollars, taken in 
to cover the bookkeeping record of outgo, 
which includes many dollars not actually 
paid out currently and some dollars that 
will be paid back later. 

The meaning to Americans of the 
Government’s budget for this peacetime 
year is varied and important. 

Inflation no longer is promoted by the 
spending activities of the Federal Govern- 
ment. The fact that more cash dollars will 
flow into the Treasury than will flow out 
is a sign that Government now is scarting 
to take some money out of the tota! sup- 
ply and is exercising a mildly defiationary 
force so long as taxes stay at present levels. 

Taxes, however, will need to remain at 
present very high levels 1 income of in- 
dividuals if the high volume of outgo is 
to be covered by income. Congress had 
hoped to be able to reduce taxes on 1947 
individual incomes, but the budget pros- 
pect is not now favorable for such a re- 
duction. 

Lower expenses of Government are not 
to be brought about easily, even from this 
very high level. Military expenditures can 
be reduced by as much as $10,000,000,000 
in the years ahead, bringing the level down 
to $8,000,000,000, but a larger reduction 


THE UNITED STATES NEWS 






















than | 
yetera 
years, 
at sor 
rise sl 
pressi 
cial V! 
will be 


busine 
of Go 
if the 
in ord 
debt | 
relati' 
tivity 
then 
turns 
of rev 

Lar 
hand, 
the G 

















47 








_WLY 26, 1946 


Sie 





than that is not probable. Expenses for 
yeterans are to remain high for several 
years, and there will be a bonus to pay 
at some time. Public-works spending will 
rise sharply. If ever there is another de- 
pression, relief costs will return. The offi- 
cial view is that a $25,000,000,000 budget 
will be low in years ahead. 

A high price level and a high level of 
business activity must be a major concern 
of Government in the foreseeable future 
if theGovernment’s finances are to be kept 
in order at the high level of outgo and of 
debt that prevails. If prices remain at a 
relatively high level, and if business ac- 
tivity can be sustained at a high level, 
then taxes on income will yield large re- 
turns and excises produce a large amount 
of revenue. 

large-scale deflation, on the other 
hand, will tend to be resisted strongly by 
the Government, if deflation is to involve 





=U. 8. D. A. 
PAUL H. APPLEBY 
The budget felt the boom 


reduced activity and reduced ‘incomes. 
When trends 4re down and the volume of 
income is contracting, taxes do not yield 
as much as in a period of rising incomes 
and activity. When expenses are as high as 
they are to be in the future, the Govern- 
ment has a big stake in prosperity so that 
it can keep its own finances in order. 

All in all, the Federal Government’s 
budget is highly important to almost every- 
one, but there is a tendency, when things 
are booming, to overlook that budget and 
its long-range implications. When things 
tend to turn down and when deflation 
replaces inflation as a major national 
worry, the budget will be back in the 
center of things. 
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who wasn't there... 


In the gay nineties, the firm’s 
accountant with the black alpaca 
coat and green eyeshade just “kept 
the books’... never sat with the 
Board when major decisions were 


being made. 


Bur now at board meetings of 
most big business, the company’s 
accounting chief is present as 
consultant on wage policies, O.P.A. 
schedules, cost analysis, and 
budgets... fills in the gaps in the 
McBee 
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directors’ information ... gives the 
facts enabling the management to 
coordinate the complex operations 
of production, distribution and 
financing. The board’s decisions 
and the recommendations of the 


accountant are based on fresh facts. 


McBee is not an accounting 
firm, but its methods and products 
evolved in 40 years of experience 
..-help accountants make vital facts 
available faster and in simpler form. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
S 295 Madison Avenue, New York 17, N.Y... Offices in principal cities 


49 





SMALLER DEBT, FIRMER MONEY 


Finance Week 









Continued Retirement by the Treasury as Lever Against Inflation 


First increase in interest 
on short-term borrowing 
since early New Deal era 


Interest rates on short-term loans are 
rising for the first time since 1933. This 
tightening of the money market, coming at 
a time of inflationary developments on 
many other fronts, demonstrates the effect 
of money and credit policies now being 
followed by the Treasury and the Federal 
Reserve Board. 

This does not signal the end of the 
cheap-money period, but there are wide- 
spread predictions that there will be a gen- 
eral hardening of rates in the period ahead. 
There also is talk that the Treasury will 
permit a rise in the rate on certificates of 
indebtedness from seven eighths of 1 per 
cent to 1 per cent. 

What is happening is this: 

Rising short-term rates on bank loans 
to individuals for buying and carrying Gov- 
ernment bonds and other securities are the 
immediate cause of the firming money mar- 
ket. National City Bank of New York 
boosted these rates first, and several other 
New York banks quickly followed. Call 
money rates, for example, advanced from 
1 to 1% per cent. Now thefe are reports 
that Chicago banks will raise their rates. 

The New York development caused a 
decline in the prices of Government bonds, 
which already had dropped “considerably 
from the all-time high levels they reached 
early in 1946. 

New curbs on speculation in Govern- 
ment securities thus are being provided 
by commercial banks. The short-term rate 
increase came only a few days after the 
Federal Reserve Bank of New York called 
on commercial banks and money brokers 

“to stop lending money for speculation in 
Government securities. This is believed to 
have been one of the factors that caused 
New York banks to raise rates. 

Debt retirement by the U.S. Treasury 
is continuing at a rapid pace. This is the 
Administration’s basic weapon against 
monetary inflation and is the underlying 
cause of the present tightening money 
market. 

The Treasury announces that $1,250,- 
000,000 of the $2,469,000,000 of maturing 
certificates of indebtedness will be re- 
deemed out of the Treasury cash balance 
on August 1. This indicates that Treasury 
Secretary John W. Snyder is to continue 
the debt-retirement policy of his predeces- 
sor, Fred M. Vinson, now Chief Justice 
of the United States. 
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More than $12,000,000,000 of the na- 
tional debt already has been retired this 
year, most of this amount being taken 
out of the hands of the banking system: 
Bank deposits thus are being reduced, 
which means that banks have less money 
to lend. 

How long the Treasury can continue to 
pay down the public debt will depend 
upon its budget situation. So far, the re- 


‘tirement program has been carried out 


by reducing the cash balance, which 
reached $26,000,000,000 early this year be- 
cause of overborrowing during the Victory 
loan drive. The budget situation now'is un- 
certain because of rising prices and in- 
creasing demands for new expenditures, 
and the Treasury will hesitate to draw the 
cash balance down to the normal of around 
$3,000,000,000. It now appears that the 
budget surplus in this fiscal year, which 





—Harris & Ewing 
SECRETARY SNYDER 


» » . considered economic weapons 





began July 1, will be small, and even that 
small surplus could quickly be wiped out 
by unbudgeted expenditures. 

On the other hand, runaway prices might 
well lead to an increase in tax collections, 
Also, Secretary Snyder and President Tr. 
man talk of new economy measures ag a 
weapon against inflation. 

Buying rates on bankers’ acceptances— 
promissory notes—have been increased by 
the Federal Reserve Bank of New York. 
This is another of the immediate causes of 
the tightening money situation, since jt 
places the rate of the Reserve Bank above 
the general level of commercial banks and 
thus tends to halt selling to the Reserve 
Bank. 

What next? For the moment, the Goy- 
ernment’s control measures are holding 
the supply of money and bank credit in 
check. How long this can last will depend 
upon many factors, mainly the Treasury’s 
ability to continue paying down the public 
debt and thus reducing the volume of 
money available for banks to lend. 

The Federal Reserve Board, fearful that 
the situation might get out of hand later, 
proposes a grant of authority to invoke 
new and more drastic credit controls. The 
Board’s proposals are these: 

A ceiling on the amounts of long- 
term securities that commercial banks 
are permitted to hold against demand 
deposits. 

A floor under the amount of short- 
term Government securities held by 
commercial banks as secondary re- 
serves against demand deposits. 

Higher reserve requirements for 
commercial banks. 

Congress now is cool to these proposals, 
and no action on them is foreseeable now. 
Commercial bankers oppose them, and the 
Federal Reserve Board itself would be slow 
about exercising the new authority even 
if Congress were to grant it. 

Higher interest on short-term securities 
is the substitute now being widely pro- 
posed by bankers and many economists, 
both inside and outside the Government. 
It is pointed out that, if the rate on certifi- 
cates of indebtedness were raised to 1 per 
cent, the spread between short-terms and 
long-terms would be narrowed. Commer- 
cial banks thus would have less incentive 
to shift their holdings from the low-inter- 
est short-terms to higher-interest long- 
terms. 

The Federal Reserve Board now is con 
mitted to keeping the certificate rate 
pegged at seven eighths of 1 per cent. 
There is a growing feeling that the Treas- 
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NEW YORK TRUST 
COMPANY 


100 BROAD WAY 
MADISON AVENUE AND 40TH STREET « TEN ROCKEFELLER PLAZA 





CONDENSED STATEMENT OF CONDITION JUNE 30, 1946 
ASSETS 


Cash and Due from Banks .ee+ $190,693,890.90 
United States Government Obligations - 388,025,635.39 
Other Bonds and Securities 20,152,921.94 
Loans and Discounts 204,197,749.79 
Real Estate Bonds and Mortgages 407,636.18 
Customers’ Liability for Acceptances 1,027,448.86 
Interest Receivable and Other Assets 2,220,085.07 

$806,725,368.13 








LIABILITIES 


Capital $15,000,000.00 

Surplus 35,000,000.00 

Undivided Profits 11,865,313.78 $61,865,313.78 

General Reserve 3,690,272.09 

Dividend Payable July 1, 1946 600,000.00 

Acceptances 1,333,005.99 

Reserve for Taxes and Other Liabilities 5,261,626.31 

Deposits sec ccccccccccccccccccccececccccccccccoescesccces  133;975,149.96 
$806,725,368.13 











United States Government obligations carried at $98,262,442.03 in the above statement are pledged 
to secure United States Government deposits of $87,914,700.87 and other public and trust deposits 


osals, and for other purposes required by law. 

now. 
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ury might decide to relieve the Board of 
this commitment and allow the rate to 
rise to 1 per cent. 

There are two reasons for this belief: 

One of the principal purposes holding 
the rate down to seven eighths has been 
to limit the amount that commercial banks 
could earn out of the national debt. Now 
that the earnings from Government securi- 
ties are going down anyway, the Treasur: 
is given an out. 

The interest outlay of the Treasury 
would be increased relatively little by 
boosting the certificate rate one eighth of 
1 per cent. The volume of certificates out- 
standing has been reduced sharply in re- 
cent months. Thus, it is argued by bank- 
ers and others that the Treasury could 
increase the eertificate rate a fraction and 
still not depart from its policy of holding 
down debt-servicing costs. 

On long-term bonds, the Treasury is 
not expected to boost the present issue 
rates. Its policy does appear, however, to 
be in the direction of stabilizing yields at 
a point close to the issue level. 

This may be a difficult undertaking. 
The problem of high bond prices and con- 
sequent low yields is not over. Insurance 
companies and other big investors have 
huge quantities of money awaiting invest- 
ment when the market settles down. A 
great surge of investment money to the 
market might cause another upswing in 
bond prices and a downswing in yields. 


Effect of Higher Silver 


Industrial silver promises to reappear on 
the market now that a congressional dead- 
lock over price has been broken. That will 
end a shortage so acute that in recent 
weeks some processors have had to melt 
down silver dollars to make silver nitrate. 

Silver price now is to be pegged at 90.5 
cents an ounce for an indefinite period. 
That is to become both a floor and a ceil- 
ing, since the Treasury is being directed by 
Congress to buy all domestic silver offered 
at 90.5 and to sell its surplus silver to 
industrial users at the same price. 

A flow of silver is to be expected now 
from both domestic and foreign sources. 

The U.S. Treasury is to release about 
50,000,000 ounces for industrial uses. This 
is nearly half of industry’s needs for one 
year. The Treasury has been barred from 
selling any silver since the end of last 
year because of the expiration of the 
Green Act, which permitted sales of sur- 
plus silver at 71.11 cents an ounce. Treas- 
ury stocks of unpledged silver total 220,- 
000,000 ounces, of which 70,000,000 is 
leased out to the War Department and 
Reconstruction Finance Corp. For coin- 
age purposes, the Treasury is to hold 
100,000,000 ounces. 

New domestic silver is likely to be of- 
fered in increasing quantities. U.S. produc- 
tion of silver declined about 50 per cent 
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during the war. Silver producers say output 
can be restored only by a substantial in- 
crease in price. 

Foreign silver also is to start flowing to 
U.S. markets again. Suppliers in other 
countries, notably Mexico, have been re- 
ported withholding silver in anticipation of 
higher prices. The end of OPA, which had 
a ceiling of 71.11 cents on silver, brought 
some Mexican silver to this country at 
prices up to 90.3 cents. Now, with a set- 
tled price situation, additional quantities 
are to be expected. 


— 


Lend-Leased silver is to start returning 
to the Treasury in the next years. During 
the war, foreign countries got 407,800,000 
ounces from this Government under agree. 
ments to return it within five years after 
the war. 

Industry’s demand for silver for civilian 
uses is unprecedented. Before the war, in. 
dustrial users accounted for only 30,000,009 
to 35,000,000 ounces a year. Needs for 
1946 are estimated at 125,000,000 ounces, 
including 70,000,000 ounces for the silver. 
ware industry. 








U.S. LOANS TO FOREIGN COUNTRIES 
Great Britain now gets a dollar loan of $3,750,000,000, of which $300,000,000 
already has been advanced by the U.S. Treasury. This is the biggest of the U.S. 
loans abroad, but is by no means the whole story of this Government’s foreign 
lending. The U.S. Export-Import Bank, which has operated since 1934, is 
handling all other U.S. Government loans to foreign countries. It has a lending 
authority of $3,500,000,000 and is likely to get another $1,250,000,000. It has paid 
out $1,054,682,938 in foreign loans, and credit lines still open to foreign borrowers 
total $1,956,172,019. Repayments amount to $327,483,634. The table below shows 
the distribution of Export-Import Bank loans around the world: 
Country Amount Drawn Amount of Purpose 
Credit 
LaTIN AMERICA Still Open 
Argentina $ 390,000* U.S. Products 
Bolivia 3,329,753 $ 14,300,000 Materials and equipment 
Brazil 102,414,956 57,929,520 Equipment of various kinds 
Chile 27,819,920 44,897,408 Industrial equipment 
Colombia 30,401,730 19,000,255 @ Rail and other equipment 
Costa Rica 7,224,607 50,000 Building material 
Cuba 56,168,473 7,310,000 Materials and equipment 
Dominican Republic 3,283,932 Building materials 
Ecuador 6,489,139 11,000,860 Various materials 
Haiti 10,680,000 Rubber development 
Honduras 1,000, 1,700,000 Materials and equipment 
Mexico 41,672,650 56,910,682 Highways, transport 
equipment 
Nicaragua 4,650,000 Materials and equipment 
Panama 2,487,703* U.S. products 
Paraguay 6,065,000 135,000 Building and other materials 
Peru 25,450,000 Industrial, farm products 
Salvador 1,476,000 250,000 Construction 
Uruguay 9,485,964 22,592,910 Materials and equipment 
Venezuela 5,144,078 Construction materials 
Miscellaneous 24,497,970 72,790,407 Credits to air lines, banks 
ASIA 
China 132,798,993 84,411,286 Machinery, ships, equipment 
Tran 462,429* U.S. products 
Netherlands Indies 100,000,000 Machinery and supplies 
Saudi Arabia 25,000,000 Products and services 
Turkey 3,060,000 Airport equipment 
EUROPE 
Belgium 90,400,000 9,600,000 Various U.S. products 
Czechoslovakia 794,443* U.S. products 
Denmark 15,000, 5,000,000 Various U.S. products 
Finland 39,202,470 28,201,361 Cotton and other products 
France 287,000,000 ,000,000 Machinery and other 
products 
Germany 4,559* U.S. products 
Greece 25,000,000 U.S. products 
Iceland 590,000 U.S. products 
Italy 13,376,264 25,000,000 Cotton and other products 
Latvia 10,782* U.S. products 
Netherlands 66,600,000 243,400,000 Various products 
Norway 226,612* 750,000 Farm and industrial 
products 
Poland 3,547,411 40,000,000 Cotton, copper, coal cars 
Portugal 1,270,865* U.S. products 
Spain 13,681,073* U.S. products 
Sweden 4,111,000* U.S. products 
Miscellaneous 60,000,000 Cotton 
OTHERS 
Canada 37,415,000* U.S. products 
Ethiopia 500,000 3,000,000 Machinery and vehicles 
Portuguese W. Africa 65,000 235,000 Materials and equipment 
Puerto Rico 450,000 Machinery and equipment 
Virgin Islands 250,000 Agricultural products 
Various countries ,000,000 Communication equipment 
Special credits ~ 2,494,151 947,325 Short-term credits to various 
‘ export-import firms 
*Repaid in full, 











THE UNITED STATES NEWS 











ment 

not i 
with 
initial 


On A 


Sir: 
your ] 
of Jul: 

It is 
to pas: 


of th 
cause 

in the 
some ' 


people 
Buffal 


Sir: 
man V 
contre 
what | 
States 
ereign 
be wis 

















ee, 


turning 
l uring 
300.000 

agree. 
S after 


‘ivilian 
ar, in- 
00,000 
ds for 
unces, 
silver. 


100 
.S. 
gn 

is 
ng 
1id 
rs 
ws 





/S 





XUM 


Nays” 


Reg. U.S. Pat. Off. 


Eprror’s Norte: Brief letters of com- 
ment and suggestions are invited. Those 
not intended for publication, and those 
with which writers desire to have only 
initials used, should be so marked. 


On Aspects of OPA Fight 


Sir:—I have read with great interest 
your Editorial in The United States News 
of July 12 on “Irresponsible Government.” 

It is high time something should be done 
to pass a constitutional amendment to take 
care of questions like the President’s veto 
of the OPA. This should automatically 
cause the issues to go to the people, either 
in the shape of a complete new election, or 
some other method to’ get the views of the 

le as a whole. 
Bufalo, 1 a W. EiG. 

Sir:—Let us hope that President Tru- 
man will stubbornly veto any federal price- 
control legislation. Then we will soon learn 
what controls, if any, are needed and the 
States may once more exercise their sov- 
ereign rights, a consummation devoutly to 
be wished. 

LamBert FarrcuiLp, Chairman, 
Committee for Republican Integrity 
New York, N. Y. 


Sir'—Can this be our once-happy Amer- 
iea, governed by the people, of the people 
and for the people? We now seem to be 
dictated by the OPA, of the OPA and for 
the OPA. We’ve had five years of OPA— 
long enough to try it out, and it has not 
brought happiness. So, now that the war 
is over, why not give the people a try and 
let us work together for the good of all? 
Norwalk, Conn. Mrs. G. H. H. 


* * * 


The following answers to the ques- 
tion, “In your opinion, is it better to 
let price controls die or to maintain 
controls?” were received too late for 
the issue of July 19. 


It is better to let price controls terminate 
than to renew the old law without modifi- 
cation. I believe the modified bill vetoed by 
the President to be realistic and practical. 
Under it would result more orderly transi- 
tion with a minimum of disruption to the 
economy. 

Henry Marter, Managing Director, 
Wholesale Dry Goods Institute 
New York, N. Y. 


It is my personal opinion that price con- 
trols, in fact all controls, should be elimi- 
nated. Competition will take care of price 
control, 

L.§.Crownver, General Manager-Treasurer, 
National Retail Credit Association 


_ &t. Louis, Mo. 
WY 26, 1946 
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GENERAL MOTORS NEW PLANT 
SITE IN LOS ANGELES... 






Purchase by General Motors of a 125 acre 
site in San Fernando Valley —one of the ten 
industrial areas in Los Angeles—for a new 
Chevrolet assembly plant is further 
evidence of the strong pull that Los Angeles 
exerts on American industry. 


With this latest addition, Los Angeles 
assembles 13 makes of cars against 14 for 
Detroit. More than ever, Los Angeles is the 
Nation’s Number Two automobile center. 
















All industry can profit by the example 
of the highly competitive automobile 
industry. These companies* found it 
desirable to locate branch plants in Los 
Angeles because this city offers more in 
markets... in quantity and quality of labor 
...and in preferred living and working 
conditions than any other city in the West. 












Los Angeles is moving ahead with 
seven-league strides but there still is time to 
get in step with our industrial progress. Let 
us tell you the whole story. 









*The Los Angeles metropolitan area now includes 
facilities and plans for assembling these makes 
of cars: Buick, Chevrolet, Ford, Frazer, Kaiser, 
Lincoln, Mercury, Nash, Oldsmobile, Pontiac, 
Plymouth, Studebaker and Willys-Overland. 





































Los Angeles City-Owned 
DEPARTMENT OF WATER AND POWER 


207 South Broadway, Los Angeles 12 


“Serving the water and power needs of 1,805,687 citizens” 


Write today for this 40-page 
book of facts for business ex- 
ecutives. Address Department 
of Water and Power, 207 So. 
Broadway, Los Angeles 12, Cal. 
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Other Pirate 


that Appeared First 


Ou Americas 
First Typewriter 


FIRST—in 1873—to manufac- 
ture a practical typewriter. 


Personal Touch, instantly ad- 
justable to your own typing 
touch for smoother typing. 


All Plastic Keys, ring-free and 
finger-fitted for your comfort. 


Key Trip, a flick of the finger 
instantly releases keys that are 
jommed through o mis-stroke. 


Longer Writing Line gives up 
to a full extra inch of typing 


| =G— width on all carriage sizes. 


Unit Construction makes clean- 
ing easier, assures longer life. 


Silent, Lighter Carriage Re- 


D turn, roller-bearing mounted, 
7 fm makes typing easier, foster. 


=_— RAND ING, 


eyboard 
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ontrol* 


REMINGTON RAND First! 


Keyboard Margin Control on the New Remington — the latest achieve- 
ment in the long list of triumphs of Remington Rand research and 
development engineers — brings margin setting to the keyboard for the 
first time in typewriter history! Keyboard Margin Control provides 
with incredible speed and delightful ease the means of getting the 
margin precision that is so essential to letters of distinction ... The 
mere flick of a finger on the KMC* Key on the right or left side of the — 
keyboard of the New Remington will set corresponding margins in- 
stantly ... positively .. . exactly where they are wanted. See this superb — 
New Remington Typewriter with its truly personal touch, its smrooth — 
easy action, and its other features plus Keyboard Margin Control, and 
you will see a few of the many reasons why more Remingtons have been — 
bought than any other make... Call — eae Remington Rand 
office or representative today. 


*TRADE-MARK _ 
COPYRIGHT 1946 BY 


THE FIRST NAME IN eyPEwni Teen 
‘Makers also of world-renowned Remington Rand Portable Type 











Plus and Minus 


24th and N Streets, N.W. 
Washington, D. C. 
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Price control or no price control, things are set to move ahead atti 
once the rules are fixed, once the rule makers stop fiddling. 

Big strikes, in basic industries, are off until after the elections. 

Steel output is holding high to ease that bottleneck a bit. 

Building-material production is rising steadily, and that helps. 

Man power is adequate, and will remain adequate even if tight. 

Inventories of materials in relation to production volume are low, forcing 
industry to operate on a hand-to-mouth basis, but the flow of supplies and of 
parts is improving and promises to go on improving. 

Trends are upward all along the line in the face of pessimism on the part 
of many people. Auto output is not what it should be, but it is higher than 
at any time since war ended. Construction is difficult, but slowly improving. 








Basically, the elements of a period of good times all are present. 

Employment, outside military, is higher than at any previous time. 

Income payments to individuals are running above $161,000,000,000 on an 
annual basis, which is near the wartime high. Payments are rising. 

Demand for goods on the part of people with money to spend remains large 
and unsatisfied. That demand is not yet dulled by price rises to date. 

Supply of goods is improving steadily to dull inflation pressures. 

During the months just ahead, supply and demand at the existing level of 
prices will come into balance gradually in many fields. The sellers’ market 
in old houses may end any day. There seems even now to be some resistance 
to the level of costs of new-house construction. Demand for woolen goods at 
existing prices might slow one of these days. The same is true in some other 
textiles. Demand for radio sets probably can be satisfied rather rapidly. 

A_ setback, however, a time when the buying public pulls back from goods 
offered at the prices charged, is unlikely to occur until sometime in 1947. 

Timing of the setback will be related to rapidity of price rises. 








Uncertainties now are: (1) OPA’s future; (2) buyers’ strike; (3) labor. 

Any revived price control, from now on, will be weak control at best. 

Industry's prices then would be governed by a definite profit formula; would 
not be subject to the whims of OPA officials who may not like profits. 

Farm prices would be under Agriculture, not OPA, control. 

Price roll-backs would be difficult, and used very sparingly. 

Decontrol would be in the hands of a board, not of OPA. 

That assumes that OPA is revived. Odds still are that it will be, if for 
no other reason than that members of Congress: are a bit concerned about going 
home at a time when living costs might be putting a squeeze on voters. Revived 














C: controls, however, would not be comparable to pre-July 1 control, when OPA was 


riding high and inclined to use its power freely. 


A buyers’ strike is largely something to talk about, not to worry about. 

Buyers will buy if they have the money and the wants. 

A buyer can be priced out of a market, can conclude that he values his 
dollars more than he does the product offered for sale at the price asked. 

That happens, but it isn't a "strike" by buyers who consciously gang up 
on sellers and maintain a united front for any period of time. People need 


(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 












to eat and wear clothes and have shelter and do housework. They don't go hungry 
or ill-clad or homeless, nor do they shy away from labor-saving equipment just 
to try to spite a manufacturer or merchant. 

A buyers' strike will come when, and if, prices get out of reach of buyers. 












The labor outlook, too, isn't so bad for the next few months. 

CIO leaders will try to delay new strikes until after November elections. f 

AFL leaders are talking of the need for production to curb inflation. 

Labor leaders are coming gradually to realize that it doesn't make much 
difference whether a new car costs $10,000 or $1,000 if there are no new cars. 
That revelation has been slow to dawn upon high Government officials, as well 
as upon labor leaders. It's something. they hadn't thought about when demanding 
that higher wages be paid out of thin air rather than out of production and 
saie of real goods on a basise that can yield a profit. . 

Strike outlook is fairly favorable until November or December. 











It is wrong to assume, however, that prices can rise sharply in the period 
ahead without having serious consequences, without precipitating a bust. 

Too many U.S. families can be priced out of markets. in a hurry. Too many 

do not have high current incomes or big savings to meet a price rise. ‘ 

What an -official study finds about incomes in U.S. is this: \ 

About 20 per cent of U.S. families have under $1,000 of annual income. 

q 

e 








Nearly half of. U.S. families have under $2,000 a year of income. 

About 70 per cent of families get along on under $3,000 a year. 

Only 7.4 per cent of families have incomes above $5,000 and only 2.6 per 
cent earn above $7,500 to be in the select group of families. 

Furthermore, savings and liquid assets are concentrated in the families 
with incomes above $5,000. The currency and bank deposits of persons earning 
up to $3,000, on an average, amount to relatively little per family. 











This much is clear from the way income is distributed: 

A price rise of 10 or 15 per cent can pinch as many ‘as 22,000,000 families 
or “spending units" with incomes of under $2,000 a year. 

The 32,000,000 families, or spending units, with incomes under $3,000 
a year have relatively little put aside to buy the products of industry and 
must depend heavily on consumer credit. Higher prices will hit them. 

Industry is not much more sure of mass markets for durable products in the 
so-called “lower income" groups than it was before the war. 

You get the story of incomes and their pattern on page ll. 











Prices, actually, are in a rapid rise. 

Commodity-price index, at wholesale, now is above 120 per cent of 1926. It 
was 112.7 per cent of that level when OPA died. 

Farm products and foodstuffs are showing the big rise. 

Industrial raw materials, to date, have risen in a scattered way. 

Finished-goods prices are not yet marked up much, over all. 

Prospect still is that, without OPA, the level of commodity prices will 
rise about 20 per cent by year end, with cost of living up 12 to 15 per cent. 
With OPA, the rise still would be substantial, but not quite that much. 














This factor is beginning to show in retail trade: 

Sales, seasonally adjusted, are in a downturn that started in March. 

Inventories of goods in retailers’ hands are rising and in May were about 
18 per cent above January, with the trend upward. 

The relationship of inventories to sales still is low, but inventories are 
being built up in a time of rising prices. If goods should not sell well at 
the higher price levels to prevail later in the year and in 1947, retailers 
could find themselves with a problem on their hands. 
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EVERY PIN marks a wholesale supply point. 
EVERY POINT is a convenient source of supply 
for Texaco fuels and lubricants. 

ONE PURCHASE AGREEMENT sets up this 
service for all your plants, wherever located... 
INSURING each plant the benefits of high 
quality and product uniformity — for uniform 


performance and operating economy... 


_ PLUS the services of skilled Texaco Lubrication 


The Texas Company 





... from more than 2300 Texaco Supply Points! 


Engineers — to cooperate in increasing output, 
reducing costs. 

PROOF of performance in similar service to 
thousands of industrial organizations all over 
the U. S. 

‘PHONE the nearest of Texaco’s more than 
2300 wholesale supply points or write to The 


Texas Company, National Sales Division, 135 
East 42nd Street, New York 17, N. Y. 










ae all i 
48 States 
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Mr. Stassen‘s Strategy: Object, Presidency . . . Reactions 
Of U.S. Labor Leaders Carey and Thomas to System in Russia 


HAROLD E. STASSEN, 2 placidly 
self-confident young Minnesotan, has 
given himself a difficult assignment. Mr. 
Stassen wants to be President of the 
United States. And, as a result of the 
recent primary election in his State, he is 
rated just now as a definite contender for 
the 1948 Republican presidential nomina- 
tion. So far, his supporters think, things 
have gone well. 

But, to win the nomination, the deter- 
mined Mr. Stassen must break down the 
opposition of the party’s conservative Old 
Guard. This group controls the national 
Republican organization and dislikes Mr. 
Stassen’s ideas on “liberalizing” the party. 
He also must head off a large field of candi- 
dates with “favorite son” support. And he 
must reassure a bloc of extreme Republi- 
can liberals who want to support Mr. 
Stassen but at present find him less ag- 
gressive and less specific on domestic 
economic issues than they would like. 

All this places formidable obstacles in 
Mr. Stassen’s chosen path to the White 
House. But he and his advisers have 
reached some definite conclusions as to 
what should be done. Since the Stassen 
victory in the Minnesota primary, too, 
many voters have been trying to estimate 
his chances of success, and wondering what 
the campaign strategy would be. Some also 
are asking what Mr. Stassen means by 
“liberalizing” the party, just what he 
stands for in domestic as well as inter- 
national affairs. 

The whole story is an unusual chapter 
in American political history. 

Strategy. The Stassen strategists hope 
to-win the nomination ultimately by mak- 
ing a deal with the Old Guard. But it is 
to be a deal on Mr. Stassen’s own terms, 
a deal forced upon the party conservatives 
by convincing them that the best prospect 
of Republican success in 1948 lies in 
nominating Mr. Stassen. 

This is to be done in the course of the 
next two years by maintaining and steadily 
building Mr. Stassen’s prestige with the 
voters and making it show in the various 
opinion polls. The Stassenites are con- 
vinced that it was Governor Thomas E. 
Dewey’s standing in the polls that brought 
the Old Guard reluctantly to his support 
and gave him the nomination in 1944. 

To build Mr. Stassen’s popular prestige 
to such proportions, however, presents 
some dismaying problems. He is generally 
known as an earnest and forthright op- 
ponent of isolationism, and a foe of the ex- 
treme conservatism of his party leaders. 
He made himself thus known as a former 
Governor of his State and a member of 
the delegation to the San Francisco Con- 
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ference that wrote the United Nations 
Charter. But now he has no public office 
that can be used for making a record and 
as a sounding board for his ideas. So his 
ideas must be presented as those of an in- 
dividual. 

Campaign plans. To keep himself be- 
fore the public, Mr. Stassen plans an 
energetic speaking schedule. It will carry 
him into numerous States and have him 
appearing personally before as many voters 
as possible. As the congressional campaign 
gathers force, he is to speak on behalf of 
a number of Republican candidates, par- 
ticularly those whose views generally coin- 
cide with his own. The idea of interceding 
in Republican primary contests has been 
dropped. Mr. Stassen tried that in Ne- 
braska and was beaten. 

The Stassen speeches, supplemented by 
magazine articles and interviews, are to 
form a running commentary dn domestic 
and international events, which gradually 
will unfold his attitude on a variety of 
issues. 

In 1947 there are to be more speeches 
and several trips abroad. Apparently it is 


-expected that interviews with foreign cor- 


respondents and ship-news reporters will 
keep his name in the headlines and his 
ideas before the public. 

Then, in 1948, the real test of his prog- 
ress is to begin with campaigns for con- 
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vention delegates in State preferent 
primaries. If the plan works out, & 
Stassen by then will have proved }i 
ability as a vote getter on a national scale 
an ability already demonstrated in Ming. 
sota. A few primary victories and mou, 
ing support in the opinion polls are counjgj 
upon to bring the Old Guard into |iy 
before or during the convention. 

This in broad general outline is th 
Stassen campaign strategy. No one realize 
more than Mr. Stassen, who thoroughly 
understands practical politics, that it take 
much for granted. 

Opposition. The conservatives, heade 
by Senator Robert A. Taft of Ohio, ay 
not to be easily swayed. Mr. Taft, himsel 
a potential candidate, will have at his 
command the paper delegations from th 
Southern States, and probably will} cany 
much influence with a number of deleg, 
tions nominally pledged to support favor. 
ite sons. Close observers of the situation 
say the only safe prediction is that m 
candidate will have a majority on the first 
convention ballot. 

The attitude of the Old Guard? too, 
probably will be governed by _ political 
conditions as they exist in 1948. If it 
appears that it will be easy to dislodge 
the Democratic Administration, Senator 
Taft and his group will not be disposed to 
yield to Mr. Stassen’s ideas. If it develops, 
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however, that an aggressive candidate with 
liberal tone is demanded by the voters, 
Bihe Old Guard may turn to him. 
In any event, when a point is reached 
at which it becomes obvious that the con- 
. Beervatives do not intend to come to Mr. 
HStassen’s help, he is prepared to make a 
t of it, as Wendell L. Willkie did in 
1940. Mr. Stassen was Mr. Willkie’s con- 
yention floor manager, and knows how it 
"Bis done. 
liberal opponents. For the present, 
however, due to the general plan, Mr. 
Stassen is not deliberately making enemies 
in the conservative camp. Occasionally he 
qiticizes Old Guard decisions or actions 
in a general way, but avoids an outright 
collision. This has dissatisfied a liberal 
group within the party, personified per- 
haps by Senator Wayne Morse of Oregon. 
This group wants Mr. Stassen to make 
afight of it, and at once. It also is asking 
that he be more specific on important 


issues. 

Republican liberal. As a Republican 
liberal, Mr. Stassen stands for something 
about the middle of the road. So far as 
his record has been made: 

Foreign affairs. He was an early oppo- 
nent of isolationism and supporter of the 
United Nations, although he believes the 
latter has imperfections that must be 
remedied. The United States, he says, 
must enter into no combination of nations 
directed against Russia or any other 
country. The use of the veto in the Se- 
curity Council must not be allowed to 
excuse aggression. 


Labor. Mr. Stassen believes in strong 
unions, democratically controlled. Repub- 
lican labor policy, he urges, should provide 
machinery for extensive negotiations be- 
fore strikes; enforced, if necessary, by 
law. The rights of individual workers 
should be safeguarded and developed. 

Agriculture. Agricultural policy, he says, 
should be based on high production and 
the development of large-volume markets 
for farm products, with safeguards to pre- 
vent economic distress. Governmental con- 
trols on the farmer should be eased. 

Inflation. “Production and more produc- 
tion,” Mr. Stassen says, “is the nation’s 
greatest safeguard against inflation.” 

Private enterprise. He is vigorously op- 
posed to the socialization or nationaliza- 
tion of segments of the economy. 

Background. These views, to be elab- 
orated by Mr. Stassen’s speeches, were 
acquired in the course of a meteoric politi- 
cal career. He entered politics soon after 
leaving law school, quickly won election 
as a prosecuting attorney, and fixed his 
sights on higher offices. Although virtually 
unknown, he ran for Governor of Minne- 
sota in 1938. He had few supporters and 
little money, but he proved a prodigious 
campaigner. He drove from town to town, 
making tightly reasoned, calmly delivered 
speeches. He asked the help of the Re- 
publican State organization, but it had no 
support for a 31-year-old unknown. But 
Mr. Stassen was a vote getter, and, when 
it became apparent that he would win, 
the State organization finally backed him, 
The campaign provided the pattern that 
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he is following in seeking the Presidency. 

As Governor he straightened out a 
troubled labor situation with a cooling- 
off-period law, sent a number of officials 
of the preceding administration to jail 
for financial irregularities, and introduced 
many economies. He was re-elected in 1940 
and 1942. Soon after his third term began, 
he resigned to enter the Navy. 

But, once back in civilian life, he set 
about repairing his political fortunes. 
Beaten in Nebraska, he backed ‘his pro- 
tege, Governor Edward J. Thye, for the 
Senate from Minnesota, against the veter- 
an isolationist, Senator Henrik Shipstead, 
and won by an easy margin. He was criti- 
cized for not running himself. Some as- 
serted that he did not want to have to take 
a position on every rising issue under the 
necessity of casting a Senate vote. 

In any event, he now is free to develop 
his ideas slowly and thoughtfully, the way 
he likes to. He remains a rallying point for 
Republicans who dislike extreme conserva- 
tism. As such he is a presidential contender 
who must be reckoned with. 


Reporters on Russia 


Two American labor leaders are just 
back from a visit to Russia, where they 
had an opportunity to observe conditions 
and practices more closely than most out- 
siders. 

The two are: 

JAMES B. CAREY, secretary-treasurer 
of the CIO, who has vigorously opposed 
Communist influences in American unions; 
and, 

R. J. THOMAS, vice president of the 
United Automobile Workers, who, more 
tolerant of Communists here, has accepted 
their support in union elections. 

Despite these differing outlooks, they 
brought back strikingly similar impressions 
of what is happening behind the Soviet 
Government’s “iron curtain of secrecy.” 

Collective bargaining actually takes 
place in Russia, but rather differently than 
in America. There, a plant is given a quota 
of work and a budget of money to cover 
it. Union officials, elected by secret ballot, 
bargain with the management as to how 
much of the quota shall be assigned to 
wages. : 

Strikes. During their stay in Moscow, a 
strike was threatened. The “praesidium,” or 
executive committee, of the union author- 
ized it. The issue was a complaint about 
ventilation. A newspaper editorially criti- 
cized the union for having let the condi- 
tion continue as long as it had, and the 
management for not having the interest of 
the workers at heart. The issue was still 
unsettled when Mr. Thomas and Mr. 
Carey left Moscow. 

Union membership. No one is re- 
quired to belong to a union. There are no 
closed shops. But, said” Mr. Thomas, a 
worker would be “foolish” not to join. This 
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R. J. THOMAS 
He went behind the iron curtain 


is because the social security system is ad- 
ministered by the union. The union main. 
tains summer camps for the children of 
its members, it has vacations homes jp 
Southern Russia for the workers them- 
selves, and it is in charge of cultural and 
recreational facilities. 

Inducements. The incentive of big 
money incomes is entirely lacking in Rus. 
sia, and actually is little comprehended. 
Instead, the inducement for hard, painstak- 
ing work is to rise above the rank and file. 
Union officials and management, together 
with officers of the Red Army, receive spe- 
cial privileges. They get the better housing, 
the use of cars, large discounts in making 
purchases at the stores, sometimes easier 
rationing. 

Production. Mr. Thomas visited the 
Stalin Automobile Works. He found thatit 
used American machinery, the same thatis 
used in Detroit. But production lines are 
shorter. The great Stalin Works is broken 
up into smaller plant units. Much time is 
lost in shifting work from one plant to an- 
other. Everything for the automobile is 
made within the plant—nuts, bolts and 
parts such as an American manufacturer 
would purchase from an outside producer. 

Individual workmen, Mr. Thomas 
thought, worked along at about the same 
pace as the Detroit automobile worker. 
Many questions by both workers and mal- 
agement were asked of the Americans a 
to how things are done in America. 

The penalty for a plant manager who 
fails to meet his quota is demotion to the 
production line, and loss of his special 
housing, auto and discount privileges. 

Women workers. Women work along 
with the men even in the heaviest opera- 
tions, such as foundry work and street 
paving. The Russians give equal pay for 
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wal work, but, said Mr. Thomas, “when 
they say equal work, they mean it.” 

Man power. Man power was said to be 

short all over populous Russia, a fact 
perhaps attested by the heavy work done 
women. 

The people. The Russian people, Mr. 
Carey said, have an intense curiosity about 
America and Americans. A Russian, he 
added, could walk from one end of Broad- 
way to another in native costume and no 
one would speak to him. But an American 
jn Moscow is pointed out. People with 
some knowledge of English ask questions, 
principally about how things are done in 
America, how Americans live. They ex- 
press bewildered astonishment when told 
that American housewives have refrigera- 
tors and similar household devices. 

Neither, said Mr. Carey, can the Rus- 
sians comprehend the flat refusal of Amer- 
ican management to yield an inch in a dis- 
pute with workers. They just don’t under- 
stand the American system. 

As for living conditions: 

Housing. The housing situation in Mos- 
cow is desperate. There has been virtually 
no construction in five years. Meanwhile 
the city has grown by 2,000,000 inhabi- 
tants. Both Government and industry wide- 
ly increased their number of workers. Mos- 
cow isa combined Washington and Detroit. 

Clothing. Clothing seemed surprisingly 
good, but still below American standards. 
Mr. Carey thought it much better than 
eight months ago, when he also visited 
Moscow. 

Food. People on the street seemed to 
have had enough to eat. But there was 
much talk of a bread shortage. 

Such is the report on Russia that these 
wion leaders are bringing back to their 
members. 


—Harris & Ewing 
JAMES B. CAREY 
America’s system was a mystery 
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The Chambersburg Pneumatic Ham- 
mer can be located anywhere with- 
out respect to steam lines, air lines, 
shafting or belting. It carries its own 
Source of power —its motor-driven 
compressor. There is no load on 


steam boiler or air compressor—yet, 
wherever electricity is available, it 
is ready for work instantly. — | 


A wide range of sizes—200 Ibs. to 5000 
Ibs.—makes this unit ideal for practically 
any forging requirement, from tool room 
use in forging and dressing tools, in 
foundry work, as in straightening reinforc- 
ing rods, etc., to large forgings for mainte- 
nance or production. Write for Bulletin 1275. 


CHAMBERSBURG ENGINEERING CO. 
Chambersburg Penna. 


CHAMBERSBURG 


A FORGING 
DEPARTMENT 
RIGHT IN YOUR 
OWN PLANT.. 
WITHOUT STEAM 
OR AIR LINES 






































COMPETITION | 


(3 the ouly price control 
that workes! 


Freedom of action is the keystone of com- 
petition—and competition is what makes 
prices come down. 


Competition is a Jaw of life and no eco- 
nomic experimenters have ever been able 
to write a better one. It has filled our 
homes with radios, refrigerators and 
labor-saving devices, and our roads with 
automobiles. 


Production Costs Have Gone Up 


Due to inflation—caused by the reduction 
in the purchasing power of our money— 
most manufacturing costs have risen sub- 
stantially since the war. The petroleum 
industry furnishes no exception to this 
trend. 


The cost of discovery and development 
of crude oil is approximately 50% greater 
now than during the pre-war period of 
1935-1939. Refinery labor costs are 56% 
higher; costs of plants and equipment up 
two-thirds; cost of operating tanker fleets 
up over 50%. ; 


Gasoline Prices Practically at 
Pre-War Level 


In spite of these higher costs, the petro- 
leum industry, through technological de- 
velopments, has been able not only to 
improve the quality of its products, but 
has, at the same time, held down prices. 





Astonishing as it may seem, you are buy- 
ing gasoline today for practically the 
same price you paid before the war, ex- 
clusive of tax. 


The Consumer Gets the Benefit 


These results have been possible only be- 
cause the petroleum industry has been 
America’s most highly competitive indus- 
try. Sun Oil Company competes with 
hundreds of other companies for the gas- 
oline business of American motorists. The 
result is a never-ending battle to produce 
better products at lower prices—a battle 
in which the consuming public is always 
the greatest winner. 


Our Low Price Policy 


Sun Oil Company welcomes competition, 
challenges any other company to produce 
a product as good as Sunoco Dynafuel to 
sell at a lower price. Unless forced by 
economic factors beyond our control, 
such as the unsound monetary and fiscal 
policies which menace this country with 
inflation, Sun Oil Company will continue 
its endeavor to make even better products 
than those we are now marketing, and 
to sell them at even lower prices. 


SUN OIL COMPANY 


J. Howard Pew, President 
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HOW U.S. CAN PROTECT ITSELF 


Conclusions of Strategic Bombing Survey 
Based on Analysis of Pacific War 








An outline of the new problems of national 
defense facing this country is given in a report 
on the Pacific war by the U.S. Strategic Bomb- 
ing Survey. The conclusion of this report is 
printed in full below. 

A group of prominent civilians, aided by a 
staff of 1,150 experts, made this study for the 
President. Their mission was to evaluate the 
effect of our air attack against Japan, to point 
out any errors in the way the attack was 
handled, and to recommend what the U.S. 
should do to protect itself against atomic 
bombs. A similar study of the European air 
war was completed some time ago. 








Recommendations of this group are signifi- 
cant guides to an understanding of the future 
military policies of the United States. The Sur- 
vey commission believes that it is not enough 
to have a unified Army and Navy. It recom- 
mends creating a third establishment with pri- 
mary responsibility for civilian defense and 
strategic counterattack. This new arm of na- 
tional security would plan for evacuating cities, 
dispersing industry, and other measures that 
must be taken long before the bombs fall. The 
Survey’s experts add that the U.S. may have 
to spend $1,000,000,000 a year for basic and 
applied military research. 








The Survey has already reported on the results achieved 
by air power in the European war. It remains to seek 
out the degree to which the Pacific study modifies, adds 
to or supports the signposts to the future which were 
suggested by the European study; to state the extent to 
which hindsight suggests that air power might have been 
differently or better employed in the Pacific; to discuss 
the impact of the existence of atomic bombs on the role 
of air power; and to state the Survey’s recommendations. 
First, however, it is necessary to point out some of the 
unique features of the Pacific war which must be borne in 
mind while considering lessons to be learned from it. 


UNIQUENESS OF PACIFIC WAR 


The Pacific war was unique in many respects, as was 
the European war, and great reservation should be used 
in assuming that what was effective or not effective under 
those circumstances would be similarly effective at other 
times and under different circumstances. Japan’s initial 
war strategy called for a war of limited objectives. Her 
capabilities did not permit an attack on our basic sup- 
porting strength. She was, however, a fanatically deter- 
mined enemy, well prepared initially, and the fighting 
quality of her soldiers, seamen and airmen should not be 
underestimated. 

Japan’s geographical situation determined that the 
Pacific war should in large measure be a war for control 
of the sea and to insure control of the sea, for control of 
the air over it. As a result, attacks against warships and 
merchant ships and amphibious operations for possession 
of island positions on which forward bases could be located 
were close to the heart of the struggle. Carrier task forces, 
surface ships to provide logistic support, and submarines 
therefore assumed roles of unusual importance. 


- Japan’s industrial potential was approximately 10 per 
cent of that of the United States. Even though her re- 
search and technical design work was not purely imita- 
tive, her ability to develop reliable operating equipment 
in the new fields was low. Her radar and communications 
equipment was weak. She could not build sufficient ships 
or escort vessels. She lacked construction equipment to 
build adequate airfields. She was always hampered by a 
lack of oil. Her antiaircraft was outmoded. She could not 
economically afford to build adequate shelters for her 
population. She could not both disperse her industry and 
also repair damaged plants. She chose dispersal rather 
than repair, but she had insufficient means even to dis- 
perse effectively. 


SIGNPOSTS 


Not only the uniqueness of the Pacific war but new de- 
velopments in weapons and tactics make it impossible to 
assert that signposts to the future derived from the 
Pacific war will apply with equal force to other situations. 
The Survey believes, however, that the following sign- 
posts as to the role of air power should be given thorough 
consideration by those working out the solutions to new 
problems arising under differing conditions. 

1. Control of the air was essential to the success of 
every major military operation. Control of the air enabled 
surface vessels to sail the seas as far as that control ex- 
tended, even within range of enemy land-based airplanes. 
Control of the air permitted amphibious landings at any 
point where that control could be assured. Control of 
the air permitted close air support to ground forces, the 
effectiveness of which was decisive wherever fully em- 
ployed. Co..trol of the air over lines of communications 
permitted etfective interdiction of them to the enemy and 
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preserved them to ourselves. Control of the air over the Japanese 
home islands permitted the destruction by long-range bombing 
of such of her industries and cities as we chose to attack. The 
first objective of all commanders in the Pacific war, whether 
ground, sea or air, whether American, Allied, or Japanese, was 
to assure control of the air. 

2. Control of the air was not easily achieved, and involved 
the co-ordinated application of all the resources of the nation. 
Air power consisted not merely of the planes and pilots that 
engaged the enemy, but of all the sources of strength that 
supported, reinforced and exploited control of the air. It was 
co-ordinated team play of ground, sea and air forces, both 
ground-based and carrier-based, and their supporting services, 
backed up by the full effort of all phases of the home front 
that enabled us to secure control of the air, at first locally and 
then more generally, culminating in virtual freedom of the skies 
over the Japanese home islands themselves. 

3. The limitations of air control deserve special mention. It 
was never completely possible to deny the air to the enemy. 
It was considered that we had control of the air when the enemy 

’ could not operate in it without prohibitive losses in relation to 
results achieved, while our own planes could operate in it at 
will and with acceptable risk of loss. The Japanese increased 
their ratio of results achieved to losses by adopting Kamikaze 
tactics. This was a measure of desperation, but the results ob- 
tained were considerable and, had they been much greater, 
might have caused us to withdraw or to modify our strategic 
plans. The principle involved indicates the degree to which de- 
fensive air control must be improved or enemy bases kept 
beyond the range of enemy suicide planes or guided missiles 
from such land or sea as we propose to use. 

4. Given air control, there were also limitations as to the spe- 
cific results which could be achieved in exploiting such control 
by aircraft carrying conventional high-explosive bombs. Fox- 
holes, underground emplacements and other prepared defenses 
could not in many cases be reduced, and it was necessary to 
eliminate remaining ground forces in costly close-range fighting 
even though these forces were isolated and completely cut off 
from supplies and reinforcements. 

Weather and darkness limited exploitation of air control, but 
as the war progressed technical and tactical advances were made 
which progressively reduced these limitations. 

Combat radius of fighters and time on patrol at maximum 
radius, although great by previously existing standards, re- 
quired that airfields or carriers be available within 300 nauti- 
cal miles or less of the critical areas of surface combat for 
optimum fighter cover. The effective radius of our longest- 
range bombers was limited to 1,500 miles and bases still closer 
to Japan were considered essential for emergency landing and 
fighter support. 

The importance of reducing these limitations of control of the 
air and its exploitation by the application of research and de- 
velopment work in postwar years is obvious. 

5. The experience of the Pacific war supports the findings of 
the Survey in Europe that heavy, sustained and accurate attack 
against carefully selected targets is required to produce decisive 
results when attacking an enemy’s sustaining resources. It 
further supports the findings in Germany that no nation can 
long survive the free exploitation of air weapons over its home- 
land. For the future it is important fully to grasp the fact that 
enemy planes enjoying control of the sky over one’s head can 
be as disastrous to one’s country as its occupation by physical 
invasion. 


HINDSIGHT 


Hindsight inevitably suggests that in some respects air power 
might have been differently or better employed. 

Prior to the European war, we underestimated the predom- 
inant role that air power was to play and allocated to it too 
small a share of even the inadequate resources then available 
to the Army and Navy. At the outbreak of the Pacific war, our 
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and in carriers. One thousand planes in the Philippines, at least 
equal in performance to the best then available to the Japanese, 
including types effective against shipping, well-manned 
equipped and supplied, and-dispersed on some 50 airfields, would 
have seriously impeded the original Japanese advance if knowl. 
edge of their existence had not entirely dissuaded the Japanese 
from making the attempt. The loss of relatively antiquated 
battleships at Pearl Harbor had little effect on the Navy's 
combat capabilities at that time, while the addition of a few 
carriers would have enormously increased its capabilities. Larger 
over-all appropriations to the armed forces, beginning at the 
time of Japanese occupation of Manchuria when the threat to 
peace in the Far East became evident, might have’ made war 
unnecessary and would have paid for itself many times over jp 
reduced casualties and expenditures had war still been un. 
avoidable. 

Upon entering the war, we were deficient not only in num- 
bers, but in quality of many of our aircraft types. We were 
forced thereafter into hasty and costly modification and tech. 
nical development programs to raise the performance of 
our aircraft to acceptable standards. These programs could 
have been conducted more efficiently and economically dur. 
ing prewar years. 

In the actual conduct of the war we more quickly grasped the 
strategic revolution brought about by the capabilities of air 
power than did the Japanese. By the end of 1943 we had 
achieved through combat and the augmentation of our forces, 
such clear-cut superiority over the Japanese in all elements of 
air power that eventual victory was assured. 

In exploiting this superiority greater economy of effort was 
possible. The structure of our prewar military organization pro- 
vided no means, short of the President, for integrating our armed 
forces. Under the pressure of war the Joint Chiefs of Staff was 
the most decisive mechanism then possible to fill this gap. Each 
of its members had in effect the power of veto and the required 
unanimity was produced by compromise. It proved impossible 
to agree on an over-all commander for the Pacific as a whole. 
Our military and economic strength, however, made it possible 
to plan and execute a dual line of advance across the Pacific 
and to mount an air attack of sufficient weight to induce un- 
conditional surrender concurrently with the preparation of a 
full-scale invasion. 

Capture of the Gilbert Islands produced limited strategic 
results. Attacks on Rabaul and other by-passed positions were 
continued longer and in greater volume than required. The 
effectiveness of high-level attack in softening up prepared de- 
fenses and in sinking maneuvering ships was overestimated. 
Prior to the occupation of the Marianas, B-29s could have been 
more effectively used in coordination with submarines for search, 
low-level attacks and mining in accelerating the destruction of 
Japanese shipping, or in destroying oil and metal plants in the 
southern areas, than in striking the Japanese “inner zone” 
from China bases. 

In the final assault on the Japanese home islands we were 
handicapped by a lack of prewar economic intelligence. Greater 
economy of effort could have been attained, and much duplica- 
tive effort avoided, by extending and accelerating the strangula- 
tion of the Japanese economy already taking place as a result 
of prior attacks on shipping. This could have been done by an 
earlier commencement of the aerial mining program, concen- 
tration of carrier-plane attacks in the last months of the war 
on Japan’s remaining merchant shipping rather than on her 
already immobilized warships, and a co-ordinated B-29 and 
carrier attack on Japan’s vulnerable railroad system beginning 
in April, 1945. 

We underestimated the ability of our air attack on Japan’s 
home islands, coupled as it was with blockade and previous 
military defeats, to achieve unconditional surrender without in- 
vasion. By July, 1945, the weight of our air attack had as yet 
reached only a fraction of its planned proportion, Japan’s in- 
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deficiency was particularly great in modern land-based fighters 
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rial potential had been fatally reduced, her civilian popula- 
had lost its confidence in victory and was approaching 
jimit of its endurance, and her leaders, convinced of the 
wvitability of defeat, were pfeparing to accept surrender. 
he only remaining problem was the timing and terms of that 
ey) ender. 

1owl. § faving entered the war inadequately prepared, we continued 
nese Bnout mobilization of all resources to bring ever increasing 







lated EB. csure on Japan, beyond the time when this was still reason- 
vy's Bbly required. 

few 

arger THE IMPACT OF ATOMIC BOMBS ON THE ROLE 

- the OF AIR POWER 


it to Does the existence of atomic bombs invalidate all conclusions 
Wat J relative to air power based on preatomic experience? It is the 
‘TI tcupvey’s opinion that many of the pre-existing yardsticks are 
Un- § -volutionized, but that certain of the more basic principles and 
reationships remain. The atomic bomb, in its present state of 
Um- § jevelopment, raises the destructive power of a single bomber 
bes by a factor of somewhere between 50 and 250 times, depending 
upon the nature and size of the target. The capacity to destroy, 
> of given control of the air and an adequate supply of atomic 
ould bombs, is beyond question. Unless both of these conditions are 
dur- met, however, any attempt to produce war-decisive results 
through atomic bombing may encounter problems similar to 
the those encountered in conventional bombing. 
ar} The problem of control of the air, primarily of our own air, 
had and, should we be attacked, of the enemy’s air as well, becomes 
ces, Bof even greater significance. The most intense effort must be 
8 of devoted to perfecting defensive air control both by day and 
night, through the improvement of early warning and fighter- 
control apparatus, antiaircraft ordnance and defensive fighters, 
PrO- FE not only from the standpoint of technological improvement and 





med volume, but also of- disposition and tactics. It would be rash, 
nal however, to predict an increase in the effectiveness of defensive 
xe d control sufficient to insure that not a single enemy plane or 


us to accept the possibility that at least a small number of 


ible guided missile will be able to penetrate. It therefore behooves 
fee planes or guided missiles may be able to evade all our 


" defenses and to attack any objective within range. 
— The threat of immediate retaliation with a striking force of 
fq jour own should deter any aggressor from attacking. 

If we are not to be overwhelmed out of hand, in the event 
gic are nevertheless attacked, we must reduce materially our 


vilnerability to such attack. The experience of both the Pacific 
The aud European wars emphasizes the extent to which civilian 
de. aud other forms of passive defense can reduce a country’s 
ed, |vumnerability to air attack. Civilian injuries and fatalities can 
be reduced, by presently known techniques, to one-twentieth 
ch, ot less of the casualties which would be suffered were these 
+ techniques not employed. This does not involve moving every- 
the | tiimg underground, but does involve a progressive evacuation, 
» [dipersal, warning, air-raid shelter, and postraid emergency 
asistance program, the foundations for which can only be laid 
in peacetime. The analysis of the effects of the atomic bombs 
at Hiroshima and Nagasaki indicates that the above statement 
isjust as true and much more terrifyingly significant in an 
ye of atomic bombs than it was in an age of conventional 
ult § pons. Similarly, economic vulnerability can be enormously 
an “teased by a well-worked-out program of stock piles, dispersal 
.n- Md special construction of particularly significant segments of 
ar idustry. Such a program in the economic field can also be 
er + "otked out satisfactorily only in peacetime. 

nd Ih the strictly military field the impact of atomic weapons 
ng ad guided missiles on strategy and tactics can only be devel- 
oped by military specialists. It is the Survey’s opinion, however, 
3 [tut mature study by such specialists will support the con- 
dusion that dispersal of military forces, and therefore space 












us 
n- and distance in which to effect such dispersal, will be significant 
et considerations; that heavy bombers similar to those used in 
n- lis war will not be able to operate effectively and on a sus- 
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tained basis much beyond the range of protective fighters, and 
that newer types of offensive weapons and new tactics must 
be developed to do so; that forward air bases will have to be 
defended or more advanced bases acquired step by step in actual 
combat; and that the basic principles of war, when applied to 
include the field of the new weapons, will be found to remain. 
If such be the case, atomic weapons will not have eliminated 
the need for ground troops, for surface vessels, for air weapons, 
or for the full co-ordination among them, the supporting services 
and the civilian effort, but will have changed the context in 
which they are employed to such a degree that radically changed 
equipment, training and tactics will be required. 


RECOMMENDATIONS 


Over and above the numerous recommendations scattered 
throughout preceding sections of this report, of which the 
recommendation that we develop protection for our civilian 
population and for our economy is one of the most important, 
the Survey has been impressed with the need for concrete and 
prompt action to encourage adequate research and development; 
to assure adequate intelligence during peacetime; to integrate 
our military establishments; and to increase the national appreci- 
ation of the necessity for continued strength of the United 
States as a force for peace. 


Research and development 


The “blitzkrieg” technique is of enormous danger. This con- 
clusion, derived initially from the European war, is strongly 
supported by the Japanese experience. A mobilized and well- 
trained striking force enjoying a certain technical superiority can 
overwhelm in short order the forces of a country of far greater 
basic long-term strength. In the opening phases of the Pacific 
war the Japanese were able to overun 130,000,000 people and an 
area of enormous strategic importance in the space of a few 
months. This was true in spite of the fact that from the time 
of the Munich conference in 1938 we had been on notice that 
aggression against the peace of the world was possible and that 
the intervening years and the experience of our Allies had been 
invaluable in permitting us to take the necessary steps to revise 
our strategic concepts, to apply our advanced scientific and 
development resources to the improvement of our weapons, and 
to begin our industrial and military mobilization. The distances 
of the Pacific fortunately gave us space, and therefore time, in 
which to absorb the initial blow while our increasing strength 
and Japan’s increasing logistic problems reversed the initial dis- 
advantages facing our advanced forces. 

Science has increased tremendously the destructive capability 
of modern weapons and promises further developments in the 
future. Given an adequate supply of atomic bombs, the -B-29s 
based in the Marianas had sufficient strength to have effectively 
destroyed in a single day every Japanese city with a population 
in excess of 30,000 people. In the future, national security will 
depend to a large degree on technical superiority of weapons 
and on operating and maintenance proficiency of personnel. 
Peacetime military strategic planning must be pointed to and 
supported by a vigorous program of scientific research and de- 
velopment. 

If the United States is not to be forced to hasty and inade- 
quate mobilization every time the threat of aggression arises in 
the world, it is essential that in the field of military weapons 
and tactics she be technically not merely abreast of, but actually 
ahead of any potential aggressor. It is not generally realized 
the degree to which basic scientific research was neglected in 
the United States during the course of the war in order to con- 
centrate on the belated development of the specific weapons 
immediately required, nor the degree to which we lagged behind 
Germany in advanced aerodynamics, jet propulsion and the 
development of guided missiles. In air armament and torpedoes, 
even the Japanese were ahead of us. One or two years’ lag in 
either basic research or in the development of reliable military 
application of such research can only be made up with difficulty, 
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if at all. This type of work has become so complex that expendi- 
tures for research and development in the order of one billion 
dollars annually may be required to assure an acceptable degree 
of national security. 


Intelligence 

At the start of the Pacific war our strategic intelligence was 
highly inadequate, and our over-all war plans, insofar as they 
were based on faulty information and faulty interpretation of 
accurate information, were unrealistic. After Pearl Harbor the 
obtaining and analysis of economic and industrial information 
necessary to the planning of an attack on Japan’s sustaining 
resources required several years of the most strenuous effort 
and even then substantial gaps remained. If a comparable lack 
of intelligence should exist at the start of a future national 
emergency, it might prove disastrous. 

In the field of operational intelligence considerable forward 
strides were made during the Pacific war. The requirements in 
this field for a large volume of minutely detailed and accurate 
work, for complex analysis geared to rapidly changing capabili- 
ties of forces and weapons, and for speed, all place a heavy 
burden on training, competence and organization. These re- 
quirements were not fully met in the Pacific war; the de- 
ficiency was at times serious. This was in large measure 
traceable to a prewar lack of trained and competent opera- 
tional intelligence officers to provide an adequate nucleus for 
an expanding organization. 

The basis for adequate intelligence can only be laid in peace- 
time. The solution to our problems in this field appears in part 
to be the greater centralization to be provided by the National 
Intelligence Authority, particularly in securing more adequate 
co-ordination and dissemination. It appears also to lie in close 
integration into the various operating organizations of appro- 
priate intelligence units, adequate budgets and personnel for 
intelligence work, and a sufficient increase in the prestige at- 
tached to such work to attract the highest quality of personnel. 
This latter can only come from increased training in intelligence 
and active appreciation of its functions on the part of other 
Army, Navy, and Government officials. The present lack of 
recognized responsibility for intelligence work by the various 
operating organizations and the present shortage of trained and 
competent intelligence personnel give cause for alarm and require 
correction. 


Integration of our military establishments 

Organizational deficiences in the Japanese Government con- 
tributed to Japan’s entering a disastrous war and subsequently 
contributed to the absoluteness of her defeat. The form of her 
governmental organization provided no means for civilian 
control of the military or for obtaining effective co-ordination 
between the Army and Navy. Military policy was inconsistent 
with the foreign policy of the Cabinet, the Japanese Army and 
Navy tending to make their own foreign policy in accordance 
with their individual aims, capabilities and requirements. During 
the war, bureaucratic rivalry between her Army and Navy 
impeded co-ordinated strategic and tactical planning, the 
proper employment of her air power, the development of 
adequate logistics and the efficient utilization of her economic 
resources. The existence of such joint or combined organizations 
as the Supreme War Council, the Supreme War Direction 
Council, the Board of Field Marshals and Fleet Admirals, the 
Imperial General Headquarters served mainly to hide the fact 
that real unity, integration, and co-ordination were conspicu- 
ously lacking. 

Even though the United States did not achieve -unity of 
command in the Pacific as a whole, each theater commander 
used the air, ground and sea forces assigned to him as an inte- 
grated or co-ordinated team. 

Co-ordination and compromise among theater commanders 
was largely achieved in all major respects. Such lack of com- 
plete integration as existed was in a large measure traceable 


66 





back through the structure of the Joint Chiefs of Staff to # 
basic structure of our prewar military organization. : 

The Congress of the United States is today considegp 
legislation for the reorganization and integration of 
military establishments. The Survey is of the opinion ty 
the prompt passage of appropriate legislation is in the g 
tional interest. 

The lessons of the Pacific war strongly support that form 
organization which provides unity of command, capable 
clear and effective decision at the top, strengthens ciyjf 
control and thus provides closer integration of military poligy 
with foreign and domestic policy, and favors a high degre 
of co-ordination in planning, intelligence, and research anj 
development. Such unity of command should, however, degep, 
tralize administrative burdens and permit specialized training 
and the free development of the component forces, even at th 
risk of some duplication. 

Within a department of common defense which provides unity 
of command and is itself oriented toward air and new Weapons 
the Survey believes that, in addition to the Army and the Navy, 
there should be an equal and co-ordinate position for a thir 
establishment. To this establishment should be given primay 
responsibility for passive and active defense against long-range 
attack on our cities, industries and other sustaining resources 
for strategic attack, whether by airplane or guided missile; ang 
for all air units other than carrier air and such land-based ai 
units as can be more effective as component parts of the 
Army or Navy. The mission of such a new establishment 
would differ considerably from that of an autonomous aj 
force and would, in certain respects, require additional and 
broader experience than has heretofore been required by the 
Army Air Forces alone. 














Strength as a force for peace 


The Survey’s report on the European war stated that th 
great lesson to be learned in the battered cities of England ané 
the ruined cities of Germany is that the best way to win a wa 
is to prevent it from occurring. This is fully supported by the 
example of the devastated cities of Japan and their unhappy 
and hungry surviving inhabitants. The prevention of war mus 
be the ultimate end to which our best efforts are devoted. It has 
been suggested, and wisely so, that this objective is well served 
by insuring the strength and the security of the United States. 
The United States was founded and has since lived upon prin- 
ciples of tolerance, freedom and good will at home and abroad, 
Strength based on these principles is no threat to world peace. 
Prevention of war will not be furthered by neglect of strength 
or lack of foresight or alertness on our part. Those who con- 
template evil and aggression find encouragement in such neglect. 
Hitler relied heavily upon it. The Japanese would never have 
attacked Pearl Harbor had they not correctly assessed the weak- 
ness of our defenses in the Pacific and had they not incorrectly 
assessed the fighting determination of the United States when 
attacked. 

Suggestions for assuring the military strength and security 
of the United States are by no means intended as a recom- 
mendation for a race in arms with other nations; nor do they 
reflect a lack of confidence in the prospect of international re- 
lationships founded upon mutual respect and good will which 
will themselves be a guarantee against future wars. The de- 
velopment of an intelligent and co-ordinated approach to Amer- 
ican security can and should take place within the framework 
of the security organization of the United Nations. 

The United States as a member of the United Nations has 
covenanted not to use force except in defense of law as em- 
bodied in the purposes and principles of the United Nations 
Charter. As one of the great powers we must be prepared to act 
in defense of law and to do our share in assuring that other 
nations live up to their covenant. 

The United States must have the will and the strength to 
be a force for peace. 
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LESSONS FOR OUR AIR DEFENSE 


Senate Study of U.S. Aviation Industry’s Achievements 





Air-borne weapons able to protect the United 
States in any future war must be perfected and 
produced before that war starts. So far the 
United States is failing to provide either the 
research, or the production system that will 
guarantee output of those weapons. 

Such is the conclusion from a study of the 
nation’s aviation industry that recently was 
made public by the Senate’s Special Committee 
Investigating the National Defense Program, 
also known as the Mead Committee. This 
study, reprinted in its entirety below, lifts the 








screen of wartime secrecy to point out the 
mistakes and delays that hampered aircraft 
production in World War II. 

These mistakes and delays forced the Army 
and Navy to start the war with planes definitely 
inferior to enemy planes, gave Germany a lead 
in jet propulsion and guided missiles that was 
never overcome. The causes of the wartime 
errors still exist. The remedies required to keep 
the U.S. on a par with the rest of the world, or 
ahead of it, in aerial warfare are explored in 
detail by the Committee’s report. 








FINDINGS AND CONCLUSIONS 


1. Actual and projected improvements in aircraft and 
missiles threaten to dissipate our historic natural defenses. 
We must, as a matter of vital national defense, devote 
sufficient attention and effort to scientific research and 
development in aviation and adequate aircraft productive 
capacity. 

2. We may be justly proud of our war record of mass 
production of aircraft. The 300,000 airplanes produced ex- 
ceeded by a wide margin the’ most optimistic expectations. 

3. Notwithstanding the miraculous achievement of the 
aircraft industry, there were costly errors and unnecessary 
wastes. The greatest handicaps to the development of our 
aerial arm in World War II were the almost complete lack 
of realistic preplanning by the responsible Government 
officials and the delay of the industry to avail itself of 
outside mass production facilities by subcontracting and 
licensing. The services also failed to investigate and 
clarify many of the problems of mass production... 

4. Since hostilities ended, the wartime aircraft industry 
has made a remarkable adjustment to the severe reduction 
in aircraft production and has demonstrated ingenuity in 
converting to peacetime aircraft production and in switch- 
ing to other civilian products. However, it must be borne 
in mind that the airplane industry has been deflated to the 
approximate size it was in December, 1940. It would take 


two years to rebuild the industry to its productive capacity 


of September, 1945. 

5. We have not yet developed a clear and farsighted 
national policy in aircraft research and development. 
Furthermore, we have not set a policy for the level 
of- production of military-type aircraft and the avia- 
tion productive capacity to be maintained in stand- 
by condition. In the opinion of the Committee, this 
policy should have been established prior to the drastic 
cuts and termination of contracts on V-J Day. Then, 
the problems of the aircraft industry in adjusting 
itself and in reconversion would have. been easier. 
Moreover, the peacetime character of the industry could 
have been evolved more rapidly and at less cost. Here 
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again is an instance of too little planning done too late. 

6. Military procurement during peacetime should allow 
for the purchase of a sufficient quantity of models to 
conduct experimental and service tests expeditiously and 
to afford manufacturers an opportunity to work out prob- 
lems of production engineering, planning, and tool design. 

7. Our present facilities for aeronautical research and 
development are inadequate. The Government should 
encourage, by financial assistance and otherwise, the 
establishment of a body of qualified research and technical 
personnel and the acquisition of adequate scientific re- 
search and testing equipment so as to insure that the 
United States will maintain a position in the science of 
aviation second to none. 

8. The National Advisory Committee for Aeronautics 
has made many valuable contributions to aviation during 
the past 30 years. However, in the last decade that agency, 
as well as the armed forces, has failed to exercise vigorous 
leadership in the field of aeronautical research and develop- 
ment. Furthermore, they have been slow in initiating and 
conducting research and development in such important 
phases of aviation as jet propulsion and guided missiles. 

9. The National Advisory Committee for Aeronautics 
should be modified and expanded, in the light of our war 
experience. Represented in its policy-making body should 
be all of the principal elements of our economy interested 
in furthering aviation science, especially groups which 
give promise of assuring more aggressive leadership in 
scientific research and development. The Committee is of 
the or inion that a greater voice in the affairs and policies 
of the National Advisory Committee for Aeronautics 
should be given to representatives of the various branches 
of the aircraft manufacturing industry. 

10. We must establish clear lines of responsibility, co- 
ordination, and relationships between the armed services 
and the National Advisory Committee for Aeronautics 
and other governmental agencies and private industry 
concerned with air development. 

(Continued on following page) 
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Introduction 

The airplane was the distinctive weapon of- World War II. 
The achievements of American aviation during this war are 
unmatched in military history. The number and versatility of 
airplanes produced by our manufacturers were such as to give 
our armed forces and those of our allies complete air superiority 
before the end of the war. This, coupled with the skill and 
courage of American flyers, was one of the decisive factors in 
winning the final victory. Utilization of atomic energy, together 
with the unprecedented advances of aviation science during 
the war, all point to the rapidly increasing importance of avia- 
tion in terms of national defense. At the same time, lessons 
learned for military purposes have given greater impetus to 
the use of the air as a transportztion medium for commercial 
peacetime purposes. 


The aircraft industry in World War Il 


The primary objectives of the wartime aircraft manufacturing 
industry were twofold: (1) the development of technically supe- 
rior types of aircraft; (2) the speedy production of overwhelming 
quantities of such aircraft. It was necessary for our industry to 

- shoulder this burden and to overtake our enemies, who had thou- 
sands of military aircraft on hand and who had, in preparation 
for war, developed many aircraft models superior to our own 
combat types. Furthermore, the production capacity of our ene- 
mies was many times our own at the beginning of the war. 

As late as 1939 our aircraft industry produced only 2,141 
military-type planes including trainers, and 3,715 noncombat 
airplanes, or a total annual production of 5,856. In 1940, 
England, France, Holland, and many South American countries 
placed orders with our industry for combat types of aircraft. 
These foreign orders, carrying with them stated quantities and 
liberal prices, for the first time in a quarter century gave the 
aircraft manufacturing industry a concrete plan upon which 
to base its future operations. They afforded the means for the 
expansion of manufacturing facilities, the training of competent 
production personnel and the designing of modern aircraft, all 
of which materially aided in the achievement of higher output 
for our own forces in the months following Pearl Harbor. 

Because the majority of foreign orders were for bombardment 
and training types of airplanes, our production of these models 
immediately after Pearl Harbor was greater than the pro- 
duction of other types. For this same reason, we had only 
one fighter airplane in quantity production at the time of 
Pearl Harbor; namely, the Curtiss-Wright P-40. This air- 
plane was, in many ways, inferior to both the German and 

Japanese fighters then in use. However, within the matter of 
months after our entry into the war, our aviation industry was 
producing all types of combat aircraft on a mass-production 
basis theretofore believed impossible. Before the end of the war, 
we were outproducing all the other nations of the world 
combined, and our aircraft industry delivered a larger dollar 
volume of war weapons than any other single industry. A total 
of 299,295 airplanes was produced in the United States from 
July, 1940, through August, 1945. 

This production record is an even greater accomplishment 
if we consider that it was done at a time when aircraft produc- 
tion was a continuously expanding business with all the intricate 
and seemingly unsurmountable problems of such unprecedented 
growth. 

In May, 1940, before America had started its wholesale 
expansion of the aircraft industry, and when the Axis nations 
were at the height of their military power, President Roosevelt 
announced to the world that American industry would produce 
50,000 airplanes per year. At the time, this goal was criticized 
as being unattainable. However, once the skill, initiative and 
know-how of the aircraft industry were adapted to utilizing 
mass-production methods in the manufacture of airplanes, we 
not only produced 50,000 planes annually, but exceeded that 
level to the point of producing 96,318 airplanes during 1944, 
the peak aircraft production year of the war. During that year, 
the highest production rate was reached in March, and, based 
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upon that month’s production, the annual production rate wogh 
have been about 108,000 planes. 

In terms of weight, we increased our production from ah m 
90,000,000 pounds of airframe in 1941 to over 1,000,009 Man po 
pounds in 1944. Employment in the entire aircraft ind Man p¢ 
rose from about 80,000 persons at the beginning of 194- vo mopf the airpla 
than 2,000,000 workers at the peak period in the latter paw service pe 
of 1943. These employment figures are even more significang yf cause t W 
we consider that the individual output of each worker jn thpits pets? 
airframe industry was increased from 234 pounds of airframe setvice- 
in 1941 to 1,081 pounds per year in 1944. larly from 

Throughout this rapid and complex expansion period, ger¥ in the ind 
nautical engineers were designing new models, improving stand ff Wa ordet 
ard types, and introducing them into assembly lines, while pro cancellatic 
duction continued to increase. Throughout the war, our aenof yeats of 2 
nautical engineers developed 425 separate aircraft models ff of 1944. / 
155 basic types, each model incorporating an improvement jgg man-Pow 
combat power over its immediate predecessor. During the way of labor t 
years, many improvements were made in the speed, firingyy causes lat 
power, and range of the aircraft which were produced. Nevertl 

The great wartime production record of the aircraft industry§ would ha 
was achieved through the utilization of mass-production method women- E 
by the industry, the liberal expenditure of Government funds, entire wo 
and the almost unlimited allocation of materials to aircraft and inex} 
production. Prior to the war, the aircraft industry, unlike many women, ¥ 
other modern American industries, was producing aircraft byg ceeded in 
individual, tailor-made production methods. This was a slow, primary | 
laborious process requiring the services of highly skilled aircraif formed @ 
construction mechanics. Mass production of airplanes was made man-Pows 
possible only after the process was broken down into a number§ turers wh 
of smaller, simplified operations. This enabled less-skilled workers amoutited 
to turn out uniform aircraft parts and components in large days of tl 
numbers by employing standardized manufacturing procedures, mal-Ppow' 
The uniform parts and components could then be rapidly made Furthe 
into the completed airplane on assembly lines. utilize eff 
‘ slat 2 ; : 1943, this 
Delinquencies in the wartime aircraft production program situation 
Aviation 
Aviation 
10,000 we 
gation, V 
substanti: 







The ultimately successful undertaking of the vast wartime 
aircraft production program, although one of the greatest accom- 
plishments in our industrial history, was attended by delay, 
confusion, and mistakes. At the beginning, the expansion pro- 
gram was hindered by lack of realistic preplanning on the part 
of responsible officials of the armed forces and the Advisory 
Commission to the Council of National Defense. No workable 
aeronautical mobilization plan was in existence before the war 
in Europe was well under way. 

As late as the summer of 1940 the whole aircraft expansion 
program was being developed in terms of existing manufactures. 
No encouragement had been given new ‘producers and the con- 
version of the automobile industry to aircraft manufacturing 
Was not considered feasible. 

The initial program was revised again and again, both as to 
production goals and as to the types of planes. In this early 
stage of the program, there were also delays in getting plant 
expansions started, and valuable time was lost while manufac- 
turers and Government officials bickered over the location of 
new plants. From the beginning of the expansion period through 
the summer of 1941, the entire program tended to lag. It is 
worthy of note that as late as July, 1941, only one heavy 
bomber was completed in the U.S. during the entire month. 
Although the necessity for increased production had long been 
known to all concerned, not until August, 1941, were steps 
taken to put the aircraft industry on a 24-hour, 7-day-week basis. 

The planned airplane production program was ultimately 
converted into reality only after the armed services and the 
aircraft industry had made shifts and additions in their engi 
neering, production planning, and other personnel which greatly 
strengthened the planning corps, and after the Office of Produc- 
tion Management combined the aircraft needs of the Army, 
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*The industry uses airframe weight as a measure of production. Air- 
frame weight, generally speaking, is the weight of the finished aircraft 
and spare parts, excluding the engines and auxiliary equipment. 
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3 y, and foreign claimants into a single production program. 
Biowever, this large-scale production program was not under 
Ley until the summer of 1942. 


lan power 

Man power presented one of the most difficult problems to 
the airplane manufacturer. Continual changes in the selective- 
grvice policy particularly, harassed the aircraft industry, be- 
quse it was a comparatively new industry with a great deal of 
its personnel recruited from younger men eligible for military 
grvice. During 1943 the induction of aircraft workers, particu- 
larly from the West Coast airframe plants, made serious inroads 
in the industry. Finally, in November, 1943, a stay of induction 
was ordered by West Coast airframe workers. However, the 
cancellation of occupational deferments held by men under 26 
years of age increased the separation rate during the first half 
of 1944. Absenteeism and labor turnover further added to the 
man-power problems of the industry. Recognition of the causes 
of labor turnover and the execution of steps to eliminate these 
causes later resulted in substantial savings in man-hours. 

Nevertheless, the man-power problem in the aircraft industry 
dustry would have been insurmountable without the utilization of 
rethodgg women. By 1944, women comprised almost 37 per cent of the 
entire work force. The mass hiring and utilization of a new 
rircray and inexperienced labor force, which included both men and 
> many Women, would have been impossible had not the industry suc- 
aft by§ ceeded in “breaking down” a number of the jobs into their 
, | primary components so that each component could be per- 
‘ircraft§ formed after only nominal training. On the other hand, the 
; made man-power problem was aggravated by some aircraft manufac- 
umber turers who abused their privilege to the point of exercising what 
amoufited to blanket priorities on man power. In the early 
days of the war, many aircraft manufacturers overstated their 
man-power requirements and engaged in hoarding practices. 

Furthermore, aircraft manufacturers frequently failed to 
utilize efficiently the man power on their pay rolls. In October, 
1943, this Committee made an investigation of the man-power 
>gramf situation at the Dallas, Tex., plant of the North American 
artimel Aviation Co. It was then determined that the North American 
ccom-§ Aviation Co. had overstated its man-power requirements by 
delay, 10,000 workers for the Dallas plant. As a result of this investi- 
i pro- gation, West Coast aircraft manufacturers subsequently made 
» part§ substantial reductions in their man-power requirements. 
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ak Control of materials 

e warg. In the early stages of the war, the armed services, as well as 
other branches of Government and the industry itself, failed 
nsion § to recognize adequately the necessity for control of materials. 
tures, @ lhis situation was eventually corrected late in 1943, but in the 
-con- @ meantime overzealous contractors ordered more and _ better 
uring § materials than were required, and, in some instances, they 
gecified fabrication methods which were impractical and waste- 
as to § lil. This resulted in excessive inventories on the one hand and 
early § ltilure to produce results on the other. Another retarding factor 
plant § mthe early stages of the program was the failure of the industry 
ufac- § to avail itself immediately of outside mass-production facilities 
m of § by subcontracting and licensing. 

— Government-furnished equipment 

eavy [| Government-furnished equipment used in manufacture of air- 
nth. ff planes was often handled inefficiently and this problem was not 
been 





completely solved throughout the war. Hundreds of airplanes, 
after passing through the manufacturers’ final assembly lines, had 
to be partially disassembled to install Government equipment 
which should have been available for installation on the assembly 
lines. In many cases, this situation resulted in the removal, rein- 
stallation, and reinspection of aircraft components which already 
had been installed on the assembly lines, thus adding to the cost 
in dollars and man-hours. In other cases, Government-furnished 
armament and instrumentation were arbitrarily placed in air- 
planes not basically designed to accommodate such components. 
The Government also furnished a great number of small and 
easily fabricated components which would have been delivered 
by the manufacturer with less effort and loss of time. 


Design and engineering changes 


The armed services did not fully comprehend the importance 
of design requirements in production planning. This caused 
considerable confusion during the expansion period when pro- 
duction was being shifted to new plants or to additional manu- 
facturers. This problem was aggravated by the fact that the 
services were constantly “plaguing” industry with minor engi- 
neering changes on airplanes already under construction. It is 
fully realized that it was necessary to redesign existing types 
of airplanes in the light of experience and to meet new military 
tactical requirements, particularly since no American combat 
airplane conceived after Pearl Harbor sav action during the 
war. However, had the services conducted more realistic tests 
and had they done more planning prior to ordering wholesale 
engineering changes, these alterations would have had a less 
retarding effect on the production program. Continual design 
and engineering changes disrupted the standardized and uniform 
manufacturing procedure which had to be followed in making 
planes on a mass-production basis. 


Modification centers 


It was found necessary during the war to expend a great 
number of man-hours and materials at Army and Navy modifica- 
tion centers in altering finished aircraft for specific combat uses. 
The modification of a typical heavy bomber required an average 
of 1,300 man-hours and resulted in a 12-day delay in the delivery 
of the airplane for combat use after it had left the factory. In 
some cases, modification involved partially tearing down air- 
planes and rebuilding them. It is obvious, therefore, that the 
modification process was costly in terms of money, man-hours 
and duplicated equipment and facilities, as well as in terms of 
delaying the delivery of the planes for actual combat use. 

The industry, the services, and the War Production Board 
attacked this problem during the war, but they were unable 
to make much progress in minimizing the cost and delay involved 
in modification. This Committee, upon investigating the problem 
in the summer of 1943, was satisfied that, under the circum- 
stances, no major change in the policy with respect to modifica- 
tion of aircraft should be made, because any major change would 
disrupt the flow of production. 

It is obviously more economical and efficient to build the 
plane in the form in which it is to be finally used. The advan- 
tages in speed and cost of producing the finished product at 
the factory are so great that the Committee believes that one 
of the primary production problems calling for correction is 
eliminating or minimizing the practice of aircraft alteration and 
modification subsequent to final delivery at the factory. 


eps PART II—RECONVERSION AND POSTWAR PRODUCTION OF AIRCRAFT 


yasis, 
ately B leconversion of the aircraft industry 

the § No major industry faced a more uncertain future on the 
ngi- § lemination of hostilities than did the aircraft industry. The 
atly § siden cutback in the aircraft production schedule has created 
duc- ‘most difficult reconversion problem which must be solved if our 
my, mation industry is to thrive in the postwar years. 

Aircraft productign in the first quarter of 1945 averaged 
$49,670,000 per month. The total for the month of October, 
IM5, fell to approximately $53,000,000, a shrinkage of more 
‘Mm 81 per cent. In contrast the large wartime shipbuilding 


a 












Air 
craft 






industry fell only 57 per cent from a monthly rate of $442,- 
651,000 in the first quarter of 1945 to $253,000,000 in October, 
1945. 

In terms of man power, the effects of cutbacks in the air- 
craft industry likewise have been most severe. From a high of 
2,101,600 workers in November, 1943, employment gradually 
fell off to 1,237,000 persons in July, 1945. As a result of drastic 
cutbacks after V-J Day, in December, 1945, only about 200,000 
persons were employed in the aircraft industry. In April, 1946, 
the estimated total was only 170,000 persons. 











Notwithstanding the tremendous production curtailment, cases 
of individual hardship have been relatively few among aircraft 
workers laid off during this time. The impact has been lightened 
to a large extent because of State and Federal unemployment 
insurance and employment services provided for the workers. 

Nor has this drustic cutback in aircraft contracts proved 
financially embarrassing to the contractors who composed the 
basic aircraft industry. Contract termination procedures, the 
tax carry-back, and other provisions included in the tax laws 
have been largely responsible for cushioning this shock. The 
reduced aircraft production rate still leaves the nation with the 
nucleus of a healthy aircraft industry. 


Disposal of Government-owned aircraft plants 


One of the major reconversion problems is the disposal and 
utilization of the aircraft manufacturing plants and facilities 
built by the Government in the war period. It has been estimated 
that under ideal peacetime conditions the airframe industry 
will use about one third of the total plant space utilized by 
airframe prime: contractors during the war and the aircraft 
engine industry would utilize about one sixth of the space used 
by the aircraft engine prime contractors during the war. During 
the war the Federal Government spent approximately $4,000,- 
000,000 in the construction, purchase, equipping, and rehabili- 
tation of 350 plants which were used in the manufacture of 
airplanes, aircraft engines, and aircraft parts. As of May 1, 
1946, about 300 of these plants had been declared excess to the 
peacetime needs of the armed forces. Of that number 88 have 
been sold, 29 leased, and portions of 9 other plants have been 
sold or leased by the RFC and the WAA. 

In testimony before this Committee, aircraft manufacturers 
indicated that immediately after V-J Day they began negotia- 
tions with the Federal Government for the purpose of acquiring 
Government-owned aircraft manufacturing plants and facilities 
upon a flexible lease basis that would allow adequately for the 
uncertainties the industry must face in the future. Many of these 
aircraft manufacturers desired to lease war plants on a per- 
centage-of-sales basis, and some Government officials charged 
with the plant-disposal program apparently were anxious to 
lease these plants on such a flexible basis. However, the evi- 
dence reveals that despite the holding of interminable confer- 
ences the Government was slow in reaching decisions with regard 
to the leasing of the aircraft plants for aircraft manufacturing. 
It was not until Dec. 14, 1945, that the Board of the Recon- 
struction Finance Corp. recommended the first lease on a per- 
centage-of-sales basis. Even at present such negotiations with 
aircraft manufacturers are progressing at a slow rate. The 
Committee urges the War Assets Administration to use every 
means possible to speed the lease or sale of these plants to 
aircraft manufacturers, particularly in cases where the plants 
will be utilized by experienced aircraft companies able to make 
long-range commitments and establish themselves as a continu- 
ing part of our future civil and military aircraft production 
program. The disposal agency should give due consideration to 
the fact that the prompt utilization of the plants for aircraft 
manufacturing will assist in developing a strong postwar air- 
craft industry, will create stable, permanent employment for 
many skilled workers, and will accelerate the over-all national 
reconversion program. 

With regard to privately owned aircraft manufacturing facili- 
ties which will not be needed for postwar aircraft production, 
progress is being made in converting these facilities to other 
uses. For example, aircraft companies are making use of some 
portion of their own facilities for plastic and chemical projects, 
experimental work on gun turrets, and the manufacture of 
trucks, truck bodies, and household appliances. The bulk of 
Government-owned aircraft manufacturing plants have been 
turned over entirely to users who are producing items and 
materials of a nonaircraft character. The Willow Run bomber 
plant at Ypsilanti, Mich., has been leased by the Kaiser-Frazer 
Corp. for the manufacture of automobiles; the Curtiss-Wright 
plant at Buffalo, N.Y., has been taken over by thé Westinghouse 
Electric & Manufacturing Co. for the production of electric 
motors, and the Consolidated Vultee plant at San Diego, Calif., 





is being utilized on a multiple-tenancy basis for the use ge 
number of manufacturers of civilian-type products. At qaP 
present time the War Assets Administration states it is mak properly 
surveys which will assist prospective purchasers or lessees ; who can 
utilizing these plants outside of the aeronautical field. manufac 

Since the termination of hostilities the armed services hgyj bat aTCt 
been attempting to formulate a policy with regard to the numb outmode 
and type of aircraft plants to be maintained in standby cong time mil 
tion. It is contemplated that these plants will be kept in stand of the in 
condition in order that they might be immediately placed jg Pat dev 
production in the event of an emergency. Now, over nine monty though : 
since the end of the war, the Army-Navy Munitions try in th 
which is responsible for the decision with regard to stand.by cumbent 
aircraft plants, is still considering the question, and hag pgp the '™P 






as yet announced any decision. effective 
The p 
Commercial aircraft production must be 
Plans for the production of commercial aircraft are being a4 dev 
pushed aggressively by the industry. The war has given tpg procure? 
mendous impetus to the manufacture of commercial aircrak§ ome ™4! 
Before the war production of commercial transport aircraft wag ment ©° 
concentrated in three companies, and one of these supplied th manufac 
bulk of the air liners for our commercial air fleets. At the presen capable 
time six major aircraft companies have booked orders fy aircraft. 
modern transport airplanes, and at least two others are working Becau 
on promising prototypes. These orders, spread over a two-yex the war 
period, amount to about $260,000,000. Production of transports the aerc 
is now under way and some of the new types already have ben§ policies } 
delivered. and adv 
Great strides have been made in the improvement and deyd.§ 20W- 
opment of air transportation as a result of our war experience,§ hamper 
The Douglas DC-3, the present work horse of the air lines theg ‘defense. 
world over, carries 21 passengers at an average cruising speed 
of 180 miles per hour. The Douglas DC-4, with an average cruis. 
ing speed of 230 miles per hour and a capacity of 59 persons, as ‘ 
well as the Lockheed Constellation which carries 60 passenger} If this 
at an average cruising speed of 310 miles per hour, are bothh Military 
now in use on the air lines. The Douglas DC-6, carrying 56 tog the field 
68 passengers at an average cruising speed in excess of 300 miles and cont 
per hour, will be ready for delivery to the air lines within ag | ™mper 


few weeks. The Boeing Stratocruiser, which has a capacity of 809 opments 









passengers and a cruising speed of 320 miles per hour, is expected winged 
to be delivered to the air lines early in 1947. Other new air liners,§ 22 ™p0 
which will carry from 34 to 180 passengers at average speedsg *tonaut 
ranging from 250 miles per hour to 400 miles per hour are nowy Untry 
on order by several air lines. These new-model air liners can bef) the last | 
surpassed by even larger and faster planes in the future. Other 
There is every indication that competition will be more intense § ' 2€ror 

in the field of personal aircraft. Several of the large manufac-§ oustruc 
turers of military aircraft have announced their intention off @% othe 
entering this field. At present more than 20 concerns are in of the sc 
production of new types of small airplanes, and deliveries tof }Prop' 
customers are already under way. that Gre 
We have entered a new era in the field of civil aviation § Russia i 
Within the next few years there will undoubtedly be ever- § Program 
increasing demands for all types of civilian aircraft. ah 
ntens 

Postwar procurement of military aircraft eenerate 
Although the future of the civilian aircraft industry appears discover, 
to be assured in the immediate postwar period, a different picture § ‘ertain 
is presented in the case of military aircraft. The only customers § Must be 
for military-type aircraft are our own armed forces and to some § #tnump 
extent the armed forces of foreign nations. Therefore, any con- § “ence, » 
sideration of a postwar military aircraft-manufacturing program § ‘am to 
must necessarily involve the peacetime procurement policies of known | 
our armed forces. bomb m 
If our military aircraft industry is to survive in the postwar nautical 
years, it must depend upon Government orders. There 1s & The re 
continuing need for a progressive and efficient military aircraft J tsts wit 


industry. A superior air arm is dependent upon such an industry. § ‘entific 
Although many of the manufacturing techniques and production § ment ag 
methods used in the civil aircraft industry can be adapted to the J Mcessary 
production of military aircraft, the planning, design, and actual - Must be 
manufacturing of military aircraft constitutes a separate function. 








— The aircraft industry must continue to produce combat air- 
on a scale adequate to maintain constantly a well-trained, 
perly balanced, experienced staff of workers and technicians 
gho can keep abreast of the most improved and efficient aircraft 
® nanufacturing techniques and produce the latest types of com- 
hat aircraft. Otherwise, our peacetime air arm will soon become 
outmoded and obsolete.. The Committee realizes that our peace- 
time military aircraft industry will be but a fraction of the size 
of the industry which operated during wartime. However, that 
part devoted to the manufacture of combat airplanes, small 
though it may be, must form the nucleus of an expanded indus- 
try in the event of any future emergency. It is, therefore, in- 
eumbent upon the armed services and the Congress to recognize 
the important role of the military aircraft industry in any 
effective postwar national defense program. 

The postwar procurement policies of the Army and the Navy 
must be formulated and implemented in such a way as to foster 
and develop this military aircraft industry. The Government 
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— procurement of military aircraft should not be confined to any 
rircraft | one manufacturer or small group of manufacturers. Procure- 
aft te ment contracts must be equitably distributed among qualified 
ied the manufacturers so as to maintain a well-balanced industry fully 
present capable of meeting any increased military demands for combat 
ers foo aircraft. = 

vorking Because of the scientific advances that have been made during 
vo-yey the war and will continue to be made during peacetime years in 
nsports the aeronautical field, the keynote of military procurement 
ve been policies must be flexibility. Weapons or airplanes which are new 


and advanced today are likely to be obsolete three years from 
| devel. now. Overprocurement of present types can only serve to 
hamper the full development of the air arm of our national 


may well induce a false sense of security. In the past the rigid 
policy was set down that the armed services purchase only a 
single unit, or at most three units of a new experimental aircraft 
for preliminary tests, and it was conventional to order 13 air- 
planes for service tests. The continuance of this rigid procure- 
ment policy will retard aeronautical progress. 

The determination as to the number of experimental and serv- 
ice test airplanes of any particular type to be ordered must be 
left to the sound judgment of aeronautical experts in the armed 
forces and in the industry. In making this determination, it is - 
necessary to procure enough airplanes to conduct adequate tests. 
It is also necessary to order in sufficient quantity to allow the 
manufacturer to undertake at least a minimum of the production 
engineering, planning, and tool design needed to develop mass- 
production techniques. 

The need for flexibility in aircraft procurement policies is 
even more apparent in the case of pilotless aircraft and missiles, 
with which Government procurement must be concerned in 
the years ahead. 

Moreover, in the purchase of experimental aircraft and mis- 
siles, it is apparent that there must be employed a more flexible 
contract, whether cost-plus-fixed-fee, target price with incentive, 
negotiated Jump sum per month, or other type of adjustable 
contract. It is almost impossible to determine in advance with 
any degree of certainty the cost of any new experimental air- 
craft or engine or missile. This fact tends to eliminate the 
fixed-price contract for experimental work. It is, therefore, the 
responsibility of the procurement officials to develop a contract- 
ing procedure that can be efficiently utilized in costly experi- 
mental work. Such a contract must provide an adequate incen- 
tive for private industry to undertake the experimental work 


mi defense. The possession of large numbers of outmoded planes but at the same time must safeguard the public funds involved. 
; Speed 

e cris. PART III—RESEARCH AND DEVELOPMENT 

a If this Nation is to remain a leader in the field of civil and Functions of the National Advisory Committee for Aeronautics 


e both military aviation, we must maintain a pre-eminent place in 
, 56 to the field of aeronautical research and development. Today rapid 
) miles aud continuing developments in all phases of aeronautics make 
thin ag it imperative that we, as a nation, keep abreast of these devel- 
of g0§ opments and their practical application. Atomic energy, radar, 
pected winged missiles, pilotless aircraft, and jet propulsion, all have 
liners, 2 important application in the aeronautical field. Neglect of 
speeds aeronautical research and development now could cause our 
e now§ country to fall behind in realizing the benefits from advances of 
can bef the last decade. F 

Other nations are known to be devoting considerable attention 
ntense§ (0 aeronautical research and development. Great Britain is 
nufac-§ constructing a new research center costing “millions of pounds” 
‘on of § and otherwise is energetically supporting research in all phases 
are in o the science. The recent speed records set by Great Britain’s 
ies to iet-propulsion airplanes should emphasize to the United States 
that Great Britain is giving emphasis to aeronautical research. 
ation, § Russia is also known to be embarking on a most extensive 
ever- § Program of scientific research, which undoubtedly will include 
aeronautical research. 

Intense world-wide public interest in research has been 
generated by the revolutionary impact of the atomic bomb, the 
pears § discovery of which has brought home to the American public 
icture § ‘tain salient facts concerning research and development. It 
omers § Must be realized too that this harnessing of atomic energy was 
some § ‘trumph not of pure science alone, but an accomplishment of 
-con- § Sience, industry, and Government. working as a co-ordinated 
gram § ‘tam to develop and apply something that pure science had 
ies of | known before. The teamwork necessary to develop the atom 
bomb must likewise be applied to new discoveries in the aero- 
stwar § Mautical field. 
isa} Theresponsibility for aeronautical research and development 
craft rests with three main groups, namely, the aircraft industry, 
istry. § “entific and educational institutions, and the Federal Govern- 
ction § Ment agencies, including the armed services. Each group has a 
othe § Mcessary and important place in the field and a proper balance 
ctual - must be maintained among them if maximum results are to be 
‘tion. from their combined research efforts. 












The National Advisory Committee for Aeronautics is the 
Government agency primarily responsible for the conduct and 
direction of research in the field of aeronautics. The armed 
services, the aircraft industry, and other private and public 
organizations interested in the problems of flight must look 
to this agency for guidance and assistance in their research 
programs. 

Aviation representatives agree, and this Committee is aware, 
that the National Advisory Committee for Aeronautics has 
made a great contribution to American aviation. Among the 
contributions made by the National Advisory Committee for 
Aeronautics during the war were low-drag wings, high-speed 
propeller design data, improved stability and control, load and 
structural design data, dive control flaps, tricycle landing gear, 
high lift flaps, and improved safety in spins. These improve- 
ments, which were accomplished by the National Advisory 
Committee for Aeronautics in co-operation with the aircraft 
industry, permitted greater speed and range for our planes and 
eventually when produced in great numbers gave our air forces 
a basic advantage over enemy air forces. 

It is, however, the opinion of this Committee that some im- 
provements in the organization and operations of that agency can 
result in greater accomplishments in future aeronautical research. 

The National Advisory Committee for Aeronautics has stated 
that fundamental research* rather than applied research looking 
toward the development of specific aircraft or equipment, is 
its principle postwar objective. During the war the National 
Advisory Committee for Aeronautics, under the direction of the 
Army-Navy Aeronautical Board, acted as a consulting and 
research agency for the armed forces and as such concentrated 
its efforts on the solution of specific aircraft problems, most of 
which involved applied research. This resulted in a serious cur- 


*“Basic” or “fundamental” research is the term frequently used to 
describe the attempt to discover basic scientific principles. “Applied” 
research or “development” relates to the effort to apply these scientific 
principles to an operating mechanism. In the Air Corps the latter is 
commonly called “development engineering.” 








tailment of fundamental research during the war period. The 
Committee agrees with the National Advisory Committee for 
Aeronautics that as soon as practicable it should discontinue 
these applied research problems and devote its efforts to funda- 
mental research. Specific development problems should be, for 
the most part, the responsibility of the Army, the Navy, or the 
various aircraft manufacturers who have a direct interest in 
such projects. 

The National Advisory Committee for Aeronautics, in addi- 
tion to conducting basic research, is also charged with responsi- 
bility for co-ordinating aeronautical research programs carried 
on by public and private groups throughout the nation. 


Organization of the National Advisory 
Committee for Aeronautics 


The 15-man National Advisory Committee for Aeronautics 
also sits as its executive committee and formulates the top 
policy of the organization. The enacting legislation (49 U.S. C. 
241, as amended) for this agency provides for the appointment 
of its members as follows: 

“An Advisory Committee for Aeronautics is hereby estab- 
lished, and the President is authorized to appoint not to 
exceed fifteen members, to consist of two members from 
the War Department, from the office in charge of military 
aeronautics; two members from the Navy Department, 
from the office in charge of naval aeronautics; two members 
from the Civil Aeronautics Board; a representative each 
of the Smithsonian Institution, of the United States 
Weather Bureau, and of the United States Bureau of 
Standards; together with not more than six additional 
persons who shall be acquainted with the needs of aero- 
nautical science, either civil or military, or skilled in 
aeronautical engineering or its allied sciences.” 

Prior to April 8, 1946, the aircraft manufacturing industry 
had no representation on the executive committee although the 
air-line operators were represented. On that date Arthur E. 
Raymond, vice prefident in charge of engineering at the Douglas 
Aircraft Co., and R. N. Hazen, chief engineer of the Allison 
division, General Motors Corp., were appointed to the executive 
committee. 

In production of aircraft, as in any other industry, there must 
be a close working relationship between the research groups and 
the industrial groups which are planning and building the air- 
craft. This is essential if the results of research and development 
are to be properly applied and utilized in the finished product. 
Until the formation of the Industry Consulting Committee in 
June, 1945, none of the working NACA technical committees or 
subcommittees had the specific responsibility of advising the 
National Advisory Committee for Aeronautics on the problems 
and needs of the aircraft industry. At the present time only 73 
of a total of 354 committee and subcommittee memberships are 
held by men associated with the aircraft manufacturing industry. 
Excluding the eight industrial representatives on the Industry 
Consulting Committee, over 82 per cent of the committee and 
subcommittee memberships in the National Advisory Committee 
for Aeronautics are held by persons outside of the aircraft manu- 
facturing industry. Considering the important position which 
the aircraft manufacturing industry now holds in American 
aviation, the committee believes the industry should be afforded 
greater participation in all phases of the future affairs of the 
National Advisory Committee for Aeronautics. 


Co-ordination of aeronautical research activities 


The need for a co-ordinated aeronautical research and develop- 
ment program is evident. Extensive public and private funds 
have been and should continue to be made available for aero- 
nautical research and development. 

There was appropriated by Congress for aeronautical research 
and development during the fiscal year 1946 a total of $372,- 
270,843. Of this amount $200,000,000 was allocated to the War 
Department, $148,256,450 to the Navy Department, and $24,- 
014,393 to the National Advisory Committee for Aeronautics. 
Since the beginning of the war there has been a substantial in- 
crease in the amount of federal funds made available for this task. 


td 


Private educational and scientific organizations and the yas Mubet. tur 
ous branches of the aircraft industry have also spent and ywipmepe utili 
continue to spend millions of dollars each year on research and im pear Of 
development. If satisfactory results are to be obtained in the the plat 
field of aeronautical research and development, adequate publiefiside air 
and private funds must continue to be made available for the Mements f 














construction, equipment, and operation of modern research fhe turbo- 
facilities and for the employment of qualified research personnel f& the TOC 
Leadership in aeronautical research and development, requires ftmosphere 
not only the expenditure of hundreds of millions of dollars ap. jm jet OP 


nually but also co-ordination and integration of our nation-wide cept that 
efforts in research and development. At the present time thef the si] 
National Advisory Committee for Aeronautics fails to give the fhe steady 
attention to the co-ordination and integration of our nation-wide & a combi 
research efforts which is required by the circumstances. No cop. he turbo-j 























crete policy for the co-ordination of the many aeronautical yp. fhe turbine 
search projects being conducted by private and public groups tilized to 
throughout the country has been formulated as yet by the in di 
National Advisory Committee for Aeronautics or any othe§ Jet prop! 
federal agency. Lacking such a policy, the National Advisory Mepend so 
Committee for Aeronautics does not have the means of knowing power. On 
whether our nation-wide research efforts are being carried out on ith CODY 
a systematic basis. Without that knowledge it cannot be sure fpngines to 
that every important phase of aeronautical research and every Melatively § 
worth-while research discovery is receiving adequate attention § From th 
by at least one responsible research group. Furthermore the §n enormo' 
proper co-ordination of our research efforts can prevent the §hill of Ge 
unnecessary overlapping and duplication of research work by §unds, mad 
arranging for the free and continuing exchange of information from 1932 
between the working research groups where such exchange will fargely tow 
not affect the national security. One of the principal causes for Mrere aimet 
such duplication as exists is the competitive urge of various yar which 
groups to forge ahead. This is a healthy thing, if not carried to Whe second 
excess. There is a need for greater authority in the National fheriod fron 
Advisory Committee for Aeronautics to harmonize research pro- fg military 
grams, especially those financed by public funds. fforts in r 
The National Advisory Committee for Aeronautics jn fjyar in the 
carrying out its own research programs and in co-ordinating peeded to | 
nation-wide programs should not attempt to dominate or from 1943 
control the applied research programs of other Government fpreatly exp 
agencies, or the basic or applied research programs of private §nd the en 
organizations. While there is a need for the co-ordination of fhe Germai 
aeronautical research activities, responsible research groups Mheit reseat 
must be afforded freedom of action if the best results are to §o conquer 
be obtained. This is particularly true in the aircraft manufac- Sales they 
turing industry, which is now technologically and financially #f their ov 
able to equip and support research laboratories capable of § The mot 
making substantial contributions to aeronautical science. fearch and 
Healthy competition in this field will preclude the possibility Bir forces ; 
of research following a one-track line of development and fle rest of 
should result in a broader and more effective approach to §ad rocket 
the over-all research problem. 89 Germ 
: mee advan 

German and Japanese aeronautical research ae engi 
Unquestionably, the greatest single advance in the field of fher used 
aviation to come out of the war is the development of jet #Blmost 100 
propulsion. Germany led the world in this important phase jheman fig 
of aeronautics. By 1939 conventionally powered propeller- jimor prot 


driven planes had reached a top speed of about 380 miles per 
hour. In the following six war years this speed was increased 
to about 500 miles per hour. Jet propulsion has already pushed 
the top speed of aircraft above 600 miles per hour and the 
door is now open to even greater speeds. Jet propulsion offered 
the quickest means of attaining this sudden increase in speed, 
but propeller-driven aircraft have possibilities of 600 miles per 
hour with greater efficiency, particularly through the use of gas 
turbine engines and improved propellers. Jet propulsion is also 
utilized in guided missiles. These jet-propelled missiles, have 
attained breath-taking speeds. The German V-2 missile, which 
was launched against England in the fall of 1944, reached 
speeds in excess of 2,500 miles per hour. Reputable aviation 
experts have stated that speeds up to 100,000 miles per hour 
may be attained by such missiles in the future. tpelled ¢ 

There are four different types of jet propulsion, namely Inthe fie 
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turbo-jet, ram-jet, «iil propeller-jet. The rocket-type 
» utilizes gases, which, when expelled through a jet from 
srear of the engine, create a thrust giving forward motion 
the plane. This rocket-type engine has no dependence on 
‘Je air to maintain combustion, inasmuch as all of the 
ats for its operation are carried within the aircraft. 
turbo-jet engine operates on the same general principle 
the rocket, except that air must be drawn in from the 
mosphere and mixed with fuel to support combustion. The 
m jet operates on a similar principle to the turbo-jet engine 
cept that the air is compressed due to forward motion. This 
the simplest type for aircraft power plant and may be of 
steady-flow or pulsating type. The propeller-jet engine 
3 combination of the conventional airplane propeller and 
ie turbo-jet engines. In this model the gases passing through 
he turbine drive the propeller and the exhaust gases are then 
tilized to create a thrust to the rear, which assists the pro- 
+ in driving the plane forward. 
Jet propulsion is used in two ways on aircraft. Pure jet planes 
spend solely upon jet-propelled engines for their motive 
ower, On the other hand, some planes which are equipped 
ith conventional-type engines use auxiliary-jet-propelled 
wines to assist on take-offs, and to give added power for 
atively short periods of time. 
From the beginning of the Nazi regime in 1932 there was 
, enormous expansion in German aeronautical research. The 
hill of German aeronautical scientists coupled with unlimited 
nds, made Germany a leader in the field. During the period 
om 1932 to 1940, German research efforts were directed 
gely toward the development of superior aerial weapons and 
vere aimed at preparing the German armed forces for the 
vat which they initiated so confidently in September, 1939. 
he second phase of German aeronautical research covers the 
riod from 1940 to 1943 when the Germans, after their sweep- 
ng military victories early in the war, materially reduced their 
forts in research and new developments, reasoning that the 
ar in the West was won and new weapons would not be 
seeded to defeat Russia. The third phase includes the period 
rom 1943 to 1945, when German research efforts were again 
neatly expanded, mainly because military reverses in Russia 
nd the entrance of the United States into the war convinced 
he Germans that they had made a serious mistake in relaxing 
heir research efforts. They realized that they could not hope 
p conquer the numerically superior air forces of their enemies 
mless they could achieve superiority in the quality and variety 
their own aerial weapons. 
The money and effort spent on German aeronautical re- 
arch and development over a period of years gave the German 
it forces a decided advantage over this country, as well as 
he rest of the world, in the field of fighter aircraft, turbo-jet 
d rocket propulsion and guided missiles. Between 1935 and 
89 German fighters in actual service had a decided perform- 
me advantage over their contemporary American types. The 
gle engined ME-109 and the twin-engined ME-110, which 
fe used in combat during 1940, had a speed advantage of 
gst 100 miles per hour over our fighter planes then in use. 
peman fighter planes during the early war period also carried 
mor protection for the pilot and leakproof gas tanks which 
airplanes lacked at that time. The same relative perform- 
t differential between German and American fighter planes 
linued through 1941. However, by late 1942 and early 
8, our Corsair and Hellcat Navy fighters were put into 
ice and they compared favorably with the FW-190 which 
then the latest service-model German fighter. During 1943 
1944, due to the use of improved power plants and other 
mMynamic improvements, the performance of American fighter 
steadily improved, and by the end of the war in 
ampe our Navy F-4U fighter plane had a top speed of 440 
sper hour as compared with top speeds of 385 and 400 
sper hour for the German FW-190A and ME-109, re- 
ptively. The development of the P-47 and P-51 Army 
eventually gave us superiority over conventionally 
Melled German fighter airplanes. 
Mithe field of jet propulsion, the Germans maintained leader- 


suip throughout the war. They began work on the turbo-jet 
aircraft power plant in 1936. By 1938 the Heinkel Co. used a 
turbo-jet engine in an experimental airplane During that same 
year the twin-engined turbo-jet ME-262 was designed and began 
test flights in April, 1941. By the summer of 1944 the ME-262 
was in as full-scale production as our bombing program allowed 
and was used effectively in combat. With a high speed of 530 
miles per hour this airplane had considerable operational suc- 
cess against Allied bombers during 1944-45. In addition the 
Germans had developed the ME-163, a rocket-powered inter- 
cepter aircraft which was«considered to be impractical, but 
which nevertheless was used in combat as a defensive weapon. 
In comparison the development of our own turbo-jet power 
plants was such that the first Navy pure jet airplane did not 
fly until 1945 and no Navy jet-propelled airplane ever engaged 
an enemy in combat. Likewise our Army Lockheed P-80 jet- 
propelled fighter never saw combat service during the war. 

The swept-back airplane wing was another important aero- 
nautical improvement developed by the Germans during the 
war period. German research technicians first discovered that 
if the wings were swept back, the high-speed characteristics 
of the airplane were greatly improved. The Germans had been 
conducting research and development on this*type of wing and 
had utilized it on some combat aircraft during the war. Al- 
though the Germans had recognized earlier than the Amefi- 
cans the value of the swept-back wing for very high speed air- 
planes, American technicians, during the war period, had dis- 
covered independently the utility of that type of wing. However, 
because American development on this wing had not advanced 
as far as German development, no American airplane employing 
the swept-back wing was used in combat during the war. 

The Germans led the world in the development and use of 
guided missiles. German V-weapons which were used with con- 
siderable effectiveness in the last year of the war are now a 
matter of common knowledge. The Germans were sending these 
guided missiles across the English Channel into Southern 
England as early as June, 1944. It was not, however, until 
December, 1944, after British and American research techni- 
cians had an opportunity to study the German missiles, that 
contracts were let in the United States by the armed forces 
for the procurement of winged missiles similar to the type 
used by the Germans. 

German leadership in such important new phases of aeronau- 
tics as jet propulsion and guided missiles is a direct reflection 
upon the scope of our aeronautical research and development 
in the prewar years. . 

The Japanese succeeded in making some relatively minor 
improvements in aircraft components and accessories. How- 
ever, Japanese aeronautical research technicians made no im- 
portant or substantial contributions to aviation either before 
or during the war. The Japanese for the most part utilized the 
aeronautical discoveries and developments of the United 
States, Germany, and other nations. At the beginning of the 
war the Japanese Zeke and Oscar type of fighter plane ex- 
celled our own fighters then in use in almost every category 
except protection, fire power, and, in some cases, speed. 
Japanese superiority in fighter planes ended, however, with the 
introduction of our Navy F-4U and F-6F fighters, and the 
Army P-38, P-47 and P-51 fighters. 

Neither the Germans nor the Japanese had bombing planes 
superior to those of our armed forces. At the beginning of the 
war, German bombers were comparable in quality to our own. 
However, after 1942 American bombers were far superior to 
the bombardment aircraft of our enemies. From the very 
beginning of the war American bombers were superior to the 
bombing planes of the Japanese. 


Future of aeronautical research and development 


As a result of the war, aeronautical research and develop- 
ment has been given great new impetus and experts agree that 
we will see revolutionary developments in aviation during the 
next few years. The giant strides in aeronautics and the related 
sciences made during the war by ourselves, our allies, and our 
enemies are convincing proof that our national defense is in 
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no small measure dependent upon superior air power. Jet- 

propelled aircraft, pilotless planes, and guided missiles, when 
coupled with the atomic bomb, give us an insight into the 
swift and powerful air weapon of the future. 

During the next few years every major nation will be work- 
ing upon the improvement of these new aeronautical develop- 
ments and their application to civil and military aviation. 
We, as a nation, have the scientific and industrial skill, as well 
as the financial resources to lead the world in aeronautical 
research. The responsibility for maintaining that leadership 
rests squarely upon the public and private aeronautical research 
groups and upon the instrumentalities of Government and the 
private organizations to whom these groups must look for funds. 

One of the most pressing problems facing aeronautical 
science is the operation of aircraft at transonic and supersonic 
speeds. With the recent development of aircraft and guided 
missiles which will continue to attain greater speeds by means 
of jet propulsfon, the aeronautical engineer is more and more 
concerned with the physical phenomenon occurring in_ the 
region of and beyond the speed of sound. Under standard con- 
ditions the speed of sound is 762 miles per hour. Neither the 
National Advisory Committee for Aeronautics, nor any other 
research group in America, is now adequately equipped to 
perform the research and experimentation necessary in this 
regime of high speed. The NACA has six supersonic wind tun- 
nels in operation and five more under construction, but these 
are not adequate as to size and speed to meet present demands. 
In order to carry on this important work, it is absolutely neces- 
sary to have wind tunnels and other equipment for conducting 
tests at high speeds. Since the termination of hostilities in 
Europe, it has been determined that before the war the Nazis 
had been operating a greater number of, and more efficient, 
supersonic wind tunnels than are now in existence in the United 
States. Furthermore, at the end of the war they had at least 
seven of the latest-design high-speed tunnels under construc- 
tion and a planned research center which was to have cost 
between $60,000,000 and $75,000,000. 

The aeronautical research facilities in this country today are 
inadequate for the new speed regimes. The basic and applied 
research, which must be done if we are to keep abreast of 
present and contemplated future developments in aeronautical 
science, cannot be accomplished with existing facilities. The 
National Advisory Committee for Aeronautics, the armed forces, 
and the aircraft industry are aware of the inadequacy of present 
facilities. Basic research, which was sorely neglected during the 
war, must be emphasized and stimulated. Likewise, facilities 
and equipment for conducting applied research must be im- 
proved and expanded. However, it must be borne in mind that, 
in expanding our research facilities, a proper balance must be 
maintained between basic and applied research. If the results 
obtained by either type of research are to be translated into 
improvements in the end products of our aircraft industry, both 
phases of research must be expanded. This expansion must be 
co-ordinated. 

It is estimated that the facilities necessary to meet our 
aeronautical research needs will cost several hundred million 
dollars. The federal Government should finance the creation 

of facilities for effective basic and applied research where such 
facilities cannot be financed by private funds. Government- 
financed research facilities of general usefulness to the aircraft 
industry, the armed forces, and scientific institutions must there- 
fore be utilized to the advantage of all aviation interests—civil 
and military, public and private. For this reason the problems 
and needs of each of these interests must be considered in 
planning the control and operation of new research facilities. 

The National Advisory Committee for Aeronautics and the 
Army Air Forces have advised the Committee of their recently 
formulated plans for the creation of new aeronautical research 
and development facilities. These plans, which are now only 
in the preliminary stage, call for the unprecedented expansion 
of basic and applied research facilities. These facilities are to 
be used to study and solve the problems of transonic and 
supersonic flight, jet propulsion, guided missiles, pilotless air- 
craft, and the other aerodynamic and propulsion problems which 








must be solved if we are to keep pace with the rest of thes 
in the field of aeronautics. The plans for these facilities g 
be completed expeditiously and the necessary facilities 
be constructed and placed in operation as soon as practip 
- The National Advisory Committee for Aeronautics aj 
armed forces are primarily responsible for the inadeq 
our present research facilities. It is now their responsjbj 
complete promptly the necessary plans and initiate the a 

to remedy the existing deficiencies in our research and deyg 

ment facilities. 

In the past the National Advisory Committee for Aeronay 
and the armed services failed fully to comprehend the 
portance of such revolutionary aeronautical development 
jet propulsion and guided missiles. A recurrence of this {yj 
to grasp and develop new ideas in the future might wel], 
this country its place of leadership in the field of aeronay 
Not only must these agencies exercise vision and imaging 
in seeking out new ideas which have an application to aeroy 
tics, but in conjunction with the aircraft industry they y 
undertake the necessary research to explore and develop 
ideas. The National Advisory Committee for Aeronautic, 
the Government agency primarily responsible for the dire 
and co-ordination of aeronautical research, must assume 
gressive, foresighted leadership in the research field. It lag 
this leadership in the prewar years. 

For several years prior to the war, although the Nati 
Advisory Committee for Aeronautics was aware of the need 
increased personnel and facilities to carry on its research yw 
it did not request sufficient funds from Congress to meet { 
its known requirements. Dr. Jerome C. Hunsaker, chairma 
the National Advisory Committee for Aeronautics, testij 
on this point as follows at the Committee’s hearing 
Feb. 26, 1946: 

Mr. FianaGan.* Doctor, if you had received all of thd 
money that your organization has asked for in the last | 
years, would the National Advisory Committee for Aer 
nautics, in your opinion, be conducting research on an equal 
level with any country in the world ... 

Dr. Hunsaker. No; we never asked for as much money 
I am sure, as the Germans were spending. 

Mr. Fuanacan. Well, why didn’t you ask for more? 

Dr. Hunsaker. I don’t know .. . 

Senator MitcHe tu. What were the pressures? What held 
the request down? 

Dr. Hunsaker. A general state of mind of research men 
they can’t inflate themselves quickly. You don’t get a great 
deal of research done quickly unless you have a national 
mobilization such as Dr. Vannevar Bush was able to 
achieve when the war came, and men dropped their jobs, 
Things have to grow slowly. 

Senator MITcHELi . . . Apparently, it would appear to 
me at any rate that the scientist here has been afraid to 
come before Congress and ask for the money he thinks 
might be used well on pure research. 

Dr. Hunsaxenr. Instead of saying afraid, I would say he 
is somewhat modest in his ideas of what can be done. 
This timidity in requesting adequate congressional appropti 

tions indicates a lack of forcefulness which cannot be tolera 

during the postwar years in the Government agency responsi 
for guiding and directing our aeronautical research prograll 
It is the duty of the National Advisory Committee for Aeronaj 
tics and the armed forces to furnish Congress with the fue 
facts regarding their research needs and to request the fund 

necessary to meet these needs. 

The war has taught us the importance of aeronautical 
search. The aeronautical developments resulting from the w 
give us an insight into the might and destructive power 
the aerial weapons which will be developed in the years ahe 
The future of American aviation, and to a large degree ¢ 
national defense, are dependent upon our ability to lead 
world in aeronautical résearch and development. 
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*Francis D. Flanagan, executive assistant to the chief counsel of # 4 
Committee. 
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As a direct result of the efficient and dramatic job done by 
ADVERTISING during the war there is little doubt left in 


the mind of the American public as to its effectiveness. The 



































results of that advertising are proof enough. It was partly 
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PAC Coolness to Third Party... Battle Over U.S. Hold 
On U.N. Jobs...Depression Advocates in High Office 


Mr. Truman, privately, is letting Dem- 
ocratic leaders in Congress understand 
that they are the ones, not he, who 
must stand for election in November, 
1946, and that they will be the ones 
who must account to the voters if the 
cost of living zooms in the months 
just ahead. 


x * * 


The President keeps surprising vis- 
itors with his philosophical attitude 
toward the problems that beset the 
country and threaten to bring a whole 
new wave of strikes on the heels of 
the first wave. President Truman 
takes the attitude that he does his 
job day by day and that he can’t be 
worried by looking too far ahead or 
by looking too closely at current prob- 
lems. 


x kk ® 


Phil Murray, CIO head, is to direct 
policy of the CIO's Political Action 
Committee and will oppose support 
for any third-party movement. PAC’s 
method still will be to use its influ- 
ence within the two major parties. 


K uk &® 


Mr. Murray, running PAC, will sup- 
port Henry Wallace for Vice Presi- 
dent in 1948. The CIO head and the 
Commerce Secretary are agreed in 
their opposition to a third party. 
Neither is too enthusiastic about Mr. 
Truman for renomination, but no al- 
ternative is being suggested in the 
Democratic Party. 


x oe 


Michigan’s Arthur Vandenberg keeps 
moving up in the ranks of probable 
contenders for the 1948 Republican 
nomination for the Presidency as a 
result of his identification with the 
practical j b of making peace. Sen- 
ator Vandenberg is to play a big role 
in the international conferences of the 
months ahead. 


kk * 


Some important officials are express- 
ing the opinion privately that what 
this country needs is a good, snappy 
depression of the kind that will shake 
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some values back nearer to normal 
and will give people a little more 
enthusiasm for the idea of working 
hard. Nobody seems to be happy in 
the midst of the present boom. 


xk * 


Henry Wallace, Commerce Secretary, 
is not prepared to insist at this time 
that U.S industry can give another 
big increase in wages without increas- 
ing prices. Mr. Wallace is not egging 
labor leaders into making new de- 
mands for a second postwar round of 
wage demands, since the first round 
did not work out so well. 


x k * 


President Truman has no plans for 
dealing with a second wave of strikes 
if. one develops in the period just 
ahead. 


x * * 


Some important manufacturing 
groups that had favored an end to 
price control shifted position when 
they discovered that Congress was 
fixing it so that both wages and 
raw-material prices would come out 
from under control while prices of 
manufactured products would be 
controlled. Many industries would 
find themselves caught in a squeeze 
by that kind of setup, and they 
shifted around to support for general 
control of price. 


x *k* 


John Snyder, Treasury Secretary, is 
swinging back to the traditional prac- 
tice of finance ministers in overesti- 
mating -expenditures and underesti- 
mating income of the Government. 
Expenditures of $40,000,000,000 in a 
peacetime year are being projected, 
although all of that money may not 
actually be spent. 


kK « * 


President Juan Peron, Argentina’s 
dictator, is upset by the U.S. refusal 
to sell $500,000,000 in surplus arma- 
ment to that nation. General Peron 
is turning to Russia for arms, but 
Russia’s production is not well fitted 
to Argentine needs. 















The British are objecting to they 
portion of jobs in United Naf) 
organizations that are going to Ap 
icans. A system of international 
tronage is having to be devised 
that tax-free jobs—many of them 
about twice the level of U.S. Gove 
ment salaries—will be parceled oyt 
some share-for-share basis. 


















xk * 






Generalissimo Chiang Kai-shek’s C} 
nese relief organization has been g 
livering only about 10 per cent 
American relief supplies, furnished } 
United States taxpayers, to the a 
famine sufferers in the rice district 
of Southern China. Between 40 anj 
50 per cent of the supplies are bej 
used to maintain the relief orgag 
zation itself @nd another 40 per cg 
is being sold in the cities far fr 
the famine area. 















x k *& 


There is nothing to the idea that U.§ 
relief is being denied to the Chine 
Communists. The Communist are 
of China are the big tood-produci 
areas and have enough food if trans- 
port difficulties are overcome. 












xk * 






A U.S.-British argument is develog 
ing around plans for operation of the 
International Monetary Fund that is 
supposed to start adjusting world cur- 
rency values before the year is out, 
The British want a check on currengj 
movements that is automatic, with 
little discretion in the managers @ 
the Fund, while U.S. favors a plan 
that will permit Fund managers to 
exercise supervision over currency 
movements. a 
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If Russia gets a loan from U.S,, it 
will be. a $1,000,000,000 loan and not 
the $6,000,000,000 loan  originall 
sought. The larger loan, on term 

comparable to those given to Gre 

Britain, would require separate actidl 
by Congress and would stir a figh 
that would make the fight that pr 
ceded the British loan seem mild h 

comparison. 
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